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One family out of six-and-a-half now owes 
money to Sears Roebuck. Other retailers 
are rushing to get aboard the installment- 
credit bandwagon. 


The Threat of Revolving Credit 


Charge accounts are beginning to disappear as the big stores 


switch to revolving credit. 


For the unwary family, this can 


mean a permanent tax on income at rates which are already rising. 


AMERICA'S largest retailers, who 
used to sell chiefly for cash, are 
now campaigning as eagerly as only 
installment stores once did to get 
families to buy on credit—and sur- 
prisingly high-cost credit at that. In 
fact, they are pressing people to buy 
on time not only the usual big-ticket 
items but ordinary goods like cloth- 
ing traditionally bought for cash. 
Besides conventional installment 
plans, retailers are pushing a newer 
device to influence people to buy on 
time, called revolving credit. Busi- 
ness experts call it the fastest-growing 
development in consumer credit to- 
day. It has many names: “Revolving 
Charge Plan”, “Permanent Budget 
Account”, “Convenient Payment Ac- 
count”, etc. In general it provides a 
fixed amount of credit for a fixed 
monthly payment. It is basically an 
“add-on” credit plan, with all the 
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evils of add-on credit. In the revolv- 
ing credit method, as the debt is re- 
paid, the customer is permitted—in 
fact urged—to make additional credit 
purchases up to the original limit. For 
example, if a family signs up for a 
$100 plan, with a monthly payment of 
$10, as it uses up this credit it can 
buy additional goods up to the orig- 
inal $100 amount by continuing the 
same monthly payment. The family 
can keep this up permanently, and if 
the stores have their way, it will. 

There are four notable risks to con- 
sumers in the drive of large retailers 
to get customers to buy through re- 
volving credit plans, especially with 
Christmas and a heavy shopping sea- 
son at hand: 

1. For the first time, consumers are 
being influenced on a large scale to 
buy clothing and other short-lived 
goods on credit; not just the very 


poor families who have always been 
the sales target of credit stores, but 
middle-income families with good 
credit ratings. Since finance charges 
are involved, a new and potentially 
permanent living cost is added to the 
expenses of moderate-income families. 

2. Costs of revolving credit are 
high. Actually true annual interest 
cost of revolving and other “budget” 
plans being promoted by the big mail- 
order houses is 18 to 22 percent. 
Buyers often don’t realize the high 
credit cost of an “easy payment” 
plan, because the cost is not stated as 
an interest rate, but most generally as 
a dollar cost. For example, the mail- 
order catalogs featuring this plan 
offer $100-$110 worth of credit for 
a carrying charge of $11, with pay- 
ments of $10 a month. In comparison 
to that $11 fee, the cost of a 12-months 
$100-110 loan from a credit union or 
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stitution charging | percent 


declining balance, is only 


lo. A 


iudvertises the service charge 


le ading mail-order 


revolving charge plan as “a 


added 


figured on the amount of bal 


service charge each 
outstanding.” It cites this exam 
if your monthly balance is $30, 
ir service charge will be 45 cents.” 
That “small” service charge actually 
imount to a true annual interest 
ite of 18 percent. 
Some department stores still hold 
1 12 percent annual interest cost 
their revolving Credit plans, but 
the charge is moving up all the time, 
particularly under the impact ol the 
tight-money situation and 
higher interest rates. For 
National Retail Dry 


Goods Association reports a number 


current 
generally 
example, the 


f department stores have increased 
urying charges from 12 to 14% 
percent, and some to 16 percent. In 


iddition, an inereasing number of 
stores now add penalty charges to de- 
linquent accounts. Department stores 


ire also tending to switch customers 


irom no-interest charge accounts to 


installment and revolving-credit ac 
which do entail service fees, 
business-writer Elmer Roess 
-interest charge accounts have 

oft-pedalled in recent years, so 


y now total only about 1 per 


national disposable income 


? per cent in 1939, 


Rates higher on apparel 


ts nature. sott goods credit 


the consumer more than 
traditional hard-goods and new-car 
redit, for there is no repossession 
possibility to minimize the credit risk 
for sellers. In comparison to the 18 
to 22 percent that mail-order houses 
harge for revolving and convenient- 
finance 


payment plans, their own 


charge on household appliances is 
enerally only 12 per cent. 
Actually the high 


ved by the mail-order giants do 


credit fees 
that they are not good 

es to buy—for cash. They may 

be more candid than many other 
redit retailers, who may charge an 
stensibly lower credit fee but often 
onceal another credit fee in the price 
merchandise itself. A home- 


ot tre 


os trade paper several years 
reported that 


irily for cash generally take 40 
nt of the selling price for their 


selling 


stores 


operating and profit margin, while 
installment furniture stores generally 
take 50 percent. This indicates that in 
field, credit 
stores charge about 20 percent more 


the home furnishings 


than stores selling primarily for cash. 


A 


credit is that it ties a family to one 


third danger of revolving 
store. That, of course, is a major pur- 
pose of retailers in promoting such 
plans. But a family that marries one 
retailer for the budget convenience of 
paying a fixed monthly amount, sac- 
rifices the money-saving techniques 
of comparison-shopping among dif- 
ferent stores to find the best values. 
Credit buying also tends to distract 
buyers from the actual price of the 
goods. The manager of a chain of 
credit clothing stores once remarked 
that his stores were able to retail 
dresses for $30 that cost only $10 at 
wholesale, because customers did not 
think of them as $30 dresses. but as 


*50-cent-a-week dresses. 


1. Another danger is over-buying. 
or diverting income from other fam- 
ily needs to merchandise purchases 
that might not be of prime importance 
at the time. It’s too easy for a family 
to fall into a careless spending pattern 
when it has a standing invitation to 
buy up to the limit of its account o1 
even exceed t by increasing its 
monthly dues to the store. One mail- 
order firm advertises: “It’s easy to 
send ‘add-on’ orders. Just make a list 
of the things you need and write ‘add 
to my account’... The amount of 


your new purchase, plus our usual 
added to the 
mount you owe on your open ac- 


{nd ren 


ment ts re quu 


carrying charge is 
count. mber, no down pay 
when you send add 


on order s 


Among the traditional installment 


and credit stores, the add-on pressure 
is even more intense. A recent in- 
vestigation of credit prac tices in New 
York State found add-on contracts 
was a major source of consumer com 
plaint. It was 1 ported that in some 
cases a salesman is sent to the home 
to solicit a second order while the 
first purchase is being paid for. What 
consumers generally don’t realize, is 
that if a conditional sales contract is 
involved, such add-on purchases may 
jeopardize their original purchases. 


The New Yor 


instances ot re 


investigation found 
issession of the orig- 
inal goods when there was default 
on add-on purchases, even though 


enough had been paid on the ac- 


counts to cover the original pur- 
chases. 

The revolving credit and add-on 
techniques have been notably success- 
ful in convincing families to buy on 
credit. Note these evidences of the 
growth of credit plans, and the pres- 
sure on consumers to get on a credit 
rather than cash basis: 

Item: Sears Roebuck reports that 
one out of every 61% families in the 
country now has a credit account (of 
one type or another) with Sears. 

ltem: A leading retail official re- 
cently told an economic conference in 
Washington that consumers are not 
interested in the fine points of bor- 
rowing, but only wanted to know 
what they paid down and how much 
a month. 

Item: Potential customers asking 
for one firm’s catalog get back an 
application for a credit account and 
a letter stating that the limited supply 
of the big catalog is reserved for 
those who accept “our invitation to 
open a Account”; others can 
have the smaller sales catalog, and if 
they order from it, will then get the 
next big catalog when it is published. 

Item: Now when you open another 
company’s catalog, the first promo 
tion that hits your eye is a tipped-in 
folder advertising credit plans. It is 
headlined: “You can probably afford 
to own MORE THAN YOU THINK.” 


ltem: Of 


represented at a 


375 department stores 
{ onferen e 


sponsored by the National Retail Dry 


recent 
Goods Association. only 30 had no 
revolving credit plans. Several speak- 
ers warned these laggards that stores 
that do not have revolving credit will 
lose customers to stores that do. 

Item: Total consumer-credit debt 
outstanding is now equal to about 13 
percent of personal income after 
taxes. Before World War II, it ran 
about 10 percent. Last year, when it 
had reached 12 percent, economists 
were already concerned. Most of this 
13 percent is owed on monthly-pay- 
ment plans. If home mortgages were 
added, the figure would be about 45 
percent. 

Why are retailers pressing revolv- 


ing credit and similar plans so 
actively? Two reasons have been in- 
dicated above: Such plans tie the 
customer to a particular store and 
eliminate price comparisons, and 
also, as Roessner points out, tempt 
customers to make additional pur- 


chases, since a family under a revolv- 
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ing credit plan always has an addi- 
tional amount of open credit it can 
use without quibble, question or even 
making out a new application. 

But a third reason was suggested 
recently by Fortune Magazine in a 
frank article called “Budgetism 
Opiate of the Middle Classes”, which 
reported that finance charges are a 
new source of profit for retailers, It 
pointed out that young couples today 
are so bemused by the rhythm of 
“equal monthly payments” that they 
hardly think about the cost of money 
at all. Fortune editor William H. 
Whyte, Jr.. wrote: “Even the most 
hardened flabber- 


gasted; so many young people have 


credit men are 


been staying ‘bought up’ that some 
department stores are making more 
profit on the interest charges than they 
are on the goods themselves. Depart- 
ment-store people don't quite have a 
guilty conscience on the subject, but 
when they start talking about high 
administrative overhead, the service 
to the customer, etc., only the humor- 
less can keep a straight face.” 


Additional evidence that revolving 
credit and similar plans yield a profit 
to the retailer on the finance charge 
itself, is found in the statement of a 
Buffalo, N.Y., department store, that 
its costs of carrying installment ac- 
counts are 56 per $100 of credit (a 
true rate of 12 per cent per annum). 
Some retailers believe this figure is 
too low. On the other hand reputable 
finance companies and commercial 
banks are able to provide installment 
credit at a 12 percent rate and make 
a profit on it. 

Admittedly their accounts are fo 
higher sums, and they discourage 
very small debts. But certainly there 
is a long and profitable distance from 
12 percent a year to 18 or 22 percent. 

In the auto industry, the dealer's 


reserve or rebate on the finance 
charge traditionally is part of his 
profit. In fact, in times of strong 
competition it is sometimes the largest 
part of the dealer's profit, and serves 
as a device for offsetting a discount 


or over-allowance on trade-ins. This 


from CUNA’s President 
A CHRISTMAS MESSAGE... 


{' this season of the vear | wish 


to extend to all credit union peo- 


ple my greetings and good wishes. 

Each year, as time passes, we think 
a little more earnestly about the value 
of what we are doing with our lives, 
about the meaning of thines, about 
our hopes for those we love. 

Surely all of us in credit union 
satisfaction 
each year from our association with 


work can take leeper 


this fine movement. 

It is a consolation, for those of us 
who need consolation, to feel that we 
have made some small contribution 
to the help of our fellow men. 

It is gratifying to those of us who 
have seen too much of war, to reflect 
that we have been working for the 


promotion of peace, security and 


harmony. 


Maa hae 
bs 


avg age 
wee oe ye 


tat 
ay 


December, 1956 


This tormented world needs credit 
unions and the credit union spirit. 

The moral values that we learned 
in childhood seem to be always under 
attack, but they 
strong in our credit unions. 

Many of the big forces that affect 
our lives seem to be beyond our con- 


survive and grow 


trol, but in our credit unions we keep 
a firm democratic grip on the power 
of money. 

Our credit unions help us with our 
most elementary physical needs—in 
accordance with the highest moral 
principles. 

So it seems to me, if we look ahead, 
we can't but feel confident that the 
credit union movement belongs right 
in the mainstream of human progress. 


The restless peoples of this world 


oceurs to such an extent that some 
dealerships are regarded in the trade 
as existing only to make a profit on 
the finance charge. 

Are department stores and mail 
embarked on a 


order houses now 


similar trend—to the ultimate point 
where the merchandise they sell is 
only an adjunct to making a profit on 
a credit transaction? They may be, 
unless the public comes to realize that 
installment credit is expensive; that 
to protect its living standard a mod- 
erate-income family must avoid the 
drain of interest charges on small 
everyday purchases; that credit 
should be reserved for the expensive 
items it cannot finance from its own 
income; and that when cash avail- 
able may not meet seasonal require- 
ments for smaller items and _ soft 
goods, as for Christmas presents o1 
spring clothing outfits, it can borrow 
the money on temporary loans at 


lower cost from reasonable-rate 


sources. A “permanent-budget ac- 
count can too easily become a per- 


manent living expense. 


want a higher standard of living. but 
more than that they 
freedom and self-respect. 


want justice. 

These high aspirations have been 
part of human history as long as we 
know it. 

Mankind has been struggling alone 
this road for thousands of years, try- 
ing to find a promised land radiant 
with peace and good will. 

We are still at it. 

In our credit union work we are 
sharing in the greatest work in the 
world—the age-old strugele to make 
this everyday life of ours resemble 
the vision we have of what is best 
and highest. 

To all of you who are part of this 
work, I offer my warmest thanks and 
eood Ww ishes. 


Melvin H. Widerman 
















































A credit union is run by people, and 
the quality of the people who run it 
determines its success or failure 


Are the officers liberal 
tive? Do they enjoy 


company? 


ls the credit union more stringent in 


its lending policies 
requires? Are many 
provided? 


A SUCCESSFUL credit union has 
® a higher dividend rate 

® an interest refund each yea 

® more credit committee meetings 

ich week 

® fewer restrictions on loans 

® more men than women on the 
ird and committees 

® more Republicans among _ its 
FS cers 

These are some of the findings of 


ohn Hawley. a University of Mich- 


who has just 


in social researcher, 
ympleted a careful study of ten suc- 
cessful and ten not so successful 
redit unlons 

Some of his findings confirm the 
nmon-sense judgment of the credit 

on movement. A few will provoke 
nguished protests—such as the find- 


women and Republic ans. 


gs on 
Since his sample of credit unions was 
small. his findings must be acc epted 
subject to future testing. Some also 


for example, the Republican-Demo- 


ut comparison—must be taken as 
ely local in application: you would 
t a different result in Georgia or 

iskatchewan 

However, Hawley has given us our 

first analysis of successful and unsu 


ssful credit unions through actual 


or conserva- 
each other's 


than the law 
other services 


field study. Based on the support of 
the Michigan League and consulta- 
tion with credit union leaders in sev- 
eral other states, the report is two- 
headed. One section compares the 
actual practices of the successful with 
the less successful. The second com- 
pares the personalities of the officers 
in the successful and the less success- 
ful. There is a big difference between 
you find the dif- 
ferences in credit union practice are 
quite clear, but there are relatively 
smaller differences between officers as 


the two sec tions: 


people. 

Here are the results Hawley got, 
blow by blow: 

Limitations on loans: There 


isn’t much difference in the limita- 
tions on unsecured loans, although 
the less successful tend to hold down 
the ceiling a little lower. There is a 
in the handling of 
secured loans. Eighty percent of the 


bigger differen 


successful groups place no maximum 
on secured loans, whereas only 33 
percent of the unsuccessful credit 
1aximum. 

Qualifications of borrowers: 


emphasized 


unions have no 


Character seen to be 
more as securitv by the successful 
groups than by the less successful. The 


less successful raise more conserva- 
tive considerations, such as credit 
rating and length of time in the credit 
union. However, the difference be- 
tween the two groups is not strongly 
marked. 

Waiting period for loan: The 
successful credit unions give notice- 
ably quicker service to loan appli- 
cants. Twenty percent report they. can 
make a loan on the same day the 
application is received, and all of 
them can make it within 24 hours. 
None of the less successful group 
make a loan the same day, and only 
66 percent make it within 24 hours. 
As Hawley points out, this not only 
affects member loyalty but also tends 
to keep loan balances higher and in- 
crease income. These are minimum- 
time estimates; all credit unions re- 
port longer delays on some loans. 

Length of repayment period: 
The less successful require shorter 
repayment periods. Only 33 percent 
permit borrowers to take as long as 
36 months. Eighty percent of the suc- 
cessful make 36-month loans. The per- 
centage of federal-chartered groups, 
with the 36-month federal limitation, 
is somewhat higher among the less 
successful groups; however, none in 
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redit Union? 


either group makes loans beyond 36 
months. 

Other services: More of the suc- 
cessful groups use payroll deduction. 
More of them cash checks for mem- 
bers. More of them provide other 
services such as money orders, budget 
counselling, auto insurance informa- 
tion and discount buying informa- 
tion. 

Committee activity: The com- 
mittees of the successful credit unions 
there are 
more 1]-to-15 member boards and 
more 5-member credit committees. 
Meetings of the board of directors 
take place once a month in all groups, 
and the successful groups have a 
slightly higher number of extra board 
meetings. There is a much wider dif- 
ference in credit committee and 
committee activity. In 
the successful groups, credit commit- 
tees meet twice a week or oftener in 
70 percent of cases—but they do not 
meet oftener than once a week in any 


seem to run a bit larger 


supervisory 


of the less successful groups. The 
supervisory committee meets from 6 
to 16 times a year in 50 percent of 
the successful groups but in only 11 
percent of the less successful credit 
unions. 
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For the first time the actual operations of 


successful and less successful credit unions are 


compared by a skilled social research man. 


Dividends: High dividends are 
both a sign of success and a con- 
tributing factor to future success. No 
credit union in Hawley’s successful 
group paid less than 3 percent, while 
55 percent of the less successful paid 
under 3 percent. This is not surpris- 
ing, since dividends and earnings 
were among the factors on which 
Hawley set up his samples in the first 
place. 

Interest refunds: Six out of the 
ten successful credit unions paid in- 
terest refunds to borrowers, ranging 
from 10 to 25 percent. None of the 
less successful credit unions paid re- 
funds. 

Sex of officers and committee 
members: Getting into the personal 
characteristics of credit union lead- 
ers, Hawley’s first finding was that 
the successful group had more men 
on their boards and committees. This 
seems to have been influenced, how- 
ever, by the inclusion of a teachers’ 
credit union in the less successful 
group, and you wish Hawley might 
have discussed this a little more fully. 
The percentages: successful credit 
unions have 89 percent male officers, 
less successful have 69 percent male 
officers. 


Age of officers and committee 
members: There are no significant 
differences in age. Hawley points out, 
however, that the average age is 
rather high; the average credit union 
officer is in his forties. 

Education of officers and com- 
mittee members: There seems to 
be no difference between the officers 
of successful credit unions and the 
officers of less successful credit unions 
with regard to education. A majority 
of both groups have completed high 
school, and more than a quarter of 
each group have had some college. 
More than half have a “reading level” 
of twelfth grade or above, which is a 
higher than average standard. 

Income of officers and com- 
mittee members: There is little 
difference between the two groups 
when you compare income. In each 
group, 31 percent have less than 
$5,000 a year, and the rest have 
more. Slightly more in the successful 
group have incomes above $7,500. 

Occupation: There is also a 
strong similarity in occupation. Each 
group reported 59 percent in white 
collar jobs and most of the rest blue 
collar workers. A few in each group 
were housewives. 








Length of membership in 
credit union and participation in 
credit union movement: Officers 
in both groups had been members of 


their credit unions for about the same 
length of time, but officers in the suc- 
cessiul group had been associated 
with the credit union movement some- 
what longer. 

Reading habits: Little difference 
ippeared in the frequency with which 
Michigan 


League public ation. or two consumer 


these officers read the 


finance publications available in the 
state. There was a marked difference. 
however, in readership of The Credit 
BRIDGE and certain other 
publications, such as The Wall Street 
Journal and the Kiplinger Newsletter. 
lhe BRIDGE was read by 69 percent 


rf the successful group but only 32 


{ nion 


ercent of the less successful. 
Political affiliations: The ma- 
ority of officers in both groups con- 
sider themselves Democrats, but there 
s a higher percentage of officers who 
call themselves Republicans in the 
successful credit unions. In the less 
successful groups, only 15 percent 
ill themselves Republicans; in the 
successful groups the percentage rises 
At the same time, a 


percentage in the 


f > pe 
highet 


reent. 
successful 
rroups consider themselves liberal 
here the difference is between 49 per- 
cent of the successful group as com- 
vared with 35 percent for the less 
successful group. 

Attendance at meetings: There 
s no great difference in the attend- 
ince of the officers and committee 
embers at annual meetings of thei 
wn credit unions—attendance fot 
both groups is high. However, there 
is a marked difference in their at- 
tendance at chapter and League meet- 
ings. as well as committee and board 
meetings. In the case of committee 
ind board meetings, the successful 
croup have a record about 50 percent 
better than the less successful group. 
In the case of League and chapter 
meetings. the record of the success- 
ful croup is almost LOO percent better. 

Membership in credit 


There is also a slight edge 


other 
unions: 
for the successful group when you 
unt up the number of credit unions 


they helong to. Forty-nine percent 


have membership in more than one 
credit union, while only 27 percent of 
the |e successtul group belong to 2 


more credit unions 
Membership in other organiza- 
tions: Most of the officers in both 


groups belong to numerous other or- 
ganizations——only 2 percent in each 
report no other affiliations. 
There seems to be no significant dif- 
ference between the two groups. 
Cohesiveness, uniformity and 
authoritarianism: At this point, 
Hawley embarks on a rather academic 
and fruitless quest, looking for other 
personality factors. He finds that the 
officers of the successful groups have 


froup 


slightly more personal friendships in 
the group, and that they rate credit 





Strikingly, a 
best committee members also serve 
on three or four other committees. 


srge number of the 


union activity a bit higher as some- 
thing they would hate to lose. They 
see each other socially rather more 
than officers of the less successful 
group, and they have a_ higher 
opinion of the League and of the 
supervisory authorities. Certain other 
questions lead n »where: “What is the 
meaning of ‘common bond’?” 


whole battery 


and a 
of questions designed 
to bring out whether the officers of 
either group are more democratic or 
dictatorial in their attitudes. (In case 
you're worried about it, both groups 
seem to have equal percentages of 
opinionated and dictatorial person- 
alities.) He also finds that the success- 
ful group believe 
in high dividends, interest 


tends to more 
strongly 
refunds and real estate loans, while 
the less successful group come out 
more strongly for limits on shares 
and limits on loans. 

study. You 


take nothing away from its value by 


This is a valuable 
reminding vourself of certain neces- 
sary qualifications: 

|. Hawley’s report doesn't explain 
fully how the samples were set up. All 
you find out as 


vou read is that there 
were ten successful and ten less suc- 


cessful credit unions selected for 
study, with the help of League staff 
members. One of the less successful 
credit unions eventually refused to 
participate, which cut the sample 
down even further. You don’t know 
from the report whether they were 
all the same age, all the same size, all 
the same occupational pattern. Size 
differences, for example, might affect 
the frequency of credit committee 
meetings; unfortunately, this isn’t 
made clear. 

2. The yardstick used to separate 
the successful from the less success- 
ful includes comparisons of member- 
ship with potential membership, bor- 
rowers with members, expenses with 
income, net earnings with shares, 
average share holdings with optimum 
share holdings, delinquency. The 
methods Hawley used to develop his 
yardstick can be understood only by 
readers with training in statistics. 
However, it is clear that it wouldn't 
work in a comparison of community 
or parish credit unions with indus- 
trial credit unions. 

3. Hawley reports certain facts and 
then stops. There is still plenty of 
room for interpreting the facts. For 
example, it’s an open question how 
much high dividends contribute to 
success. It’s also an open question 
whether successful credit union of- 
ficers succeed because they read The 
BRIDGE, or whether both their suc- 
cess and their reading The BRIDGE 
are due to some deeper motivation. In 
other words, what Hawley does is to 
pick out some of the signs of suc- 
cess—but he does not explain whether 
they are causes or results or some- 
thing else. 

4. The study was made in Mich- 
igan. This means you would not find 
the same comparisons valid in other 
Some of the 
geographical peculiarities are im- 
mediately obvious, but no doubt there 
are others that will be exposed only 
by future research. 


states or prov inces, 


But after you have qualified and 
quibbled all you want to, the fact still 
remains that Hawley’s research both 
confirms the credit union movement 
in its common-sense approach to 
many problems and opens up a door 
for future study. It strengthens the 
ground under certain League and 
certifies the 
value of the liberal approach toward 


chapter activities; it 


and it makes it 
clear that if a credit union is to suc- 


service to members; 


ceed, it must succeed as a team. 
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Albert G. Weidler helped get the 
Kentucky Credit Union Act passed in 1922. 
He has been an active 


credit union man ever since. 





Operating on a shoestring 


Its a struggle adapting credit union operation to the 


unique low-cost educational program of Berea College . . . 


But Berea Credit Union, oldest 
in Kentucky, manages to keep 
its head above water, giving 
service to faculty, employees and 


occasionally students. 


December, 1956 





MOUNTAIN boy wants to go to 

college. He is the sole support 
of his parents and younger brothers. 
How can he earn enough money for 
his family and still go to school? 

He writes to Berea College. The col- 
lege will admit him. it has a job for 
him, too. He can work half time and 
go to school during the other half. 
But even with these earnings he will 
not have quite enough. How can he 
make up the difference? 

The young man is determined. “If 
I owned a cow,” he writes back, “my 
family would have enough milk and 
we could get along on my earnings.” 


One of the directors of the Berea 
Credit Union hears about this boy’s 
plight. He offers to co-sign a note for 
him. And the young man moves his 
family to Berea and goes to college. 

Unusual? Yes. But not nearly so 
strange in Berea, Kentucky, where 
manual labor and academic studies 
go hand in hand, each supplementing 
the other as a planned educational ex- 
perience, 

The spirit of Berea College is a rare 
and inspiring feature of higher edu- 
cation in the United States. Times 
have changed this little college in 
recent years, but not in its determina- 








tion to prov ide education for students 
with little money, not in its dedication 
to the people of the South, not in its 
willingness to experiment with such 
Albert G. 
Weidler, the faculty member who led 
in formulating Berea’s student labor 
policy in 1918, also helped secure 
passage of the Kentucky Credit Union 
Act in 1922, and was a founder of 
the Berea Credit Union, the oldest 
credit union in the state. During its 
Berea Credit 
Union has served students, faculty 
and employees. Today the needs of 
students are met primarily from a 
loan fund, out of which non-interest- 


things as credit unions. 


33-year history, the 


bearing loans can be made, but the 
Berea Credit Union is still growing 
and giving service. 

Berea College in its present form 
owes much to the policy and philoso- 
phy of the improved labor program 
established in 1918 by “Doc” Weid- 
ler. 
work and 
people of 


character and ability, where finances 


This combination of 
studies enables young 
do not permit them to obtain an edu- 
cation elsewhere. to earn a portion of 
their expenses while attending col 


lege 


All students are required to work a 
minimum of 10 hours per week. Be- 
cause their pay scale is low, this helps 
to reduce college operating expenses 
substantially. 

Until World War II student wages 
during the school year varied between 
9 cents and 18 cents per hour. Room 
and board were proportionately low. 


Thirteen cents per meal; 65 cents per 
week for 


penses were between $75 and $80. 


room. Total semester ex- 


Today student wages and expenses 
are both somewhat higher. 


Spirit of service 

Faculty salaries, too, are modest. 
So are those of other college em- 
ployees. Faculty members oliviously 
feel a sense of mission to help the 
educationally underprivileged of the 
\ppalachian mountain area. Because 
of this dedication to an ideal, they 
are willing to serve at a substantial 
sacrifice of income. 

In this atmosphere of sacrificing 
luxuries and concentrating upon edu- 
cational essentials and ‘nécessities 
Berea Credit Union has lowered inter- 
est and dividend rates to an absolute 
minimum. 


Located on the Berea ridge in the 


foothills of the Cumberland Moun- 
tains, the college campus today com- 
prises approximately 140 acres. 

The college gardens, adjacent to 
the main campus cover 50 acres. 
Farm lands, including the experi- 
mental farms, dairy farm, piggery 
and poultry farm, cover 800 acres. 
\ part of the college-owned 5,600-acre 
Fay Forest is reserved for the water- 
shed which supplies the college and 
the town with an abundance of pure 
water. In addition, the college pro- 
vides fire protec tion, laundry service, 
bakery goods, printing, medical care, 
recreational facilities and electricity 
for the community. 


Began in one room 


Berea College was founded in 1855. 
It began as a one-room district school. 
Co-educational trom the beginning, 
and Christian but non-sectarian in its 
teaching, it was open to all regardless 
of creed and color until 1904. During 
that year the Kentucky Legislature 
prohibited the education of Negroes 
with whites in private schools. This 
law was amended in 1950 and the 
college resumed its earlier non-restric- 
tive admissions policy based upon its 
motto: “God hath made of one blood 
all nations of men.” 


The purpose of the college is to 
provide “a thorough Christian educa- 
tion to young people of character and 
promise.” It seeks to “contribute to 
the spiritual and material welfare 
of the mountain region of the South.” 

Instruction during the earliest years 
was below college level. And it has 
been in the field of elementary and 
secondary education that the college 
has done some of its most important 
work. 

Until compulsory school attendance 
was enforced in Kentucky, many 
mountain people did not become in- 
terested in obtaining an education 
until they had reached their 20's, 30's 
and often their 40’s. Some of these 
had had no school training at all; 
others only very little. It was difficult 
for these peop.e to go back to school. 
They were often as old as the parents 
of their fellow students. 

But Berea College extended a help- 
ing hand to these belated scholars. 
And in the atmosphere of serious 
attention to all assigned tasks, 
whether academic or labor, the age 
differential melted away and only the 
common object of learning prevailed. 

The earnestness of the men and 


women in their 20’s and 30’s, and 
their intense desire to learn, spurred 
the younger pupils to greater efforts 
and single-minded concentration on 
their studies. 

In 1873 the college granted its first 
B. A. degree. Gradual but constant 
growth of the college program fol- 
lowed. By 1890 there were 28 college 
students out of a total enrollment of 
355. 

How much does it cost today to 
attend Berea College? There is no 
charge for tuition. Semester fees 
(eighteen weeks) are: incidental fee 
$10.50, board $109.80, room rent 
$48.60, health fee $4.00, ironing fee 
50 cents, mimeographing fee 50 cents. 
visual aids fee 50 cents; total $174.40. 

How can the college operate at such 
low cost? Educational expenses ex- 
ceed income from student fees by 
$503 annually for each student. This 
amount the college must raise. Gath- 
ering these funds is an enormous 
task. And it grows as expenses and 
student enrollments rise. 

But money problems are nothing 
new at Berea College. They began in 
1855. So severe were financial needs 
that the early presidents of the college 
spent most of their time and energy 
seeking donors interested in helping 
Appalachian mountaineers to a Chris- 
tian education. Their efforts 
successful. 


were 


Donations grew fast 

And as the presidents kept on 
traveling—first on horseback, later 
by more modern means—they con- 
tinued making friends for the college. 
These spread word of the college’s 
purpose and needs. Donations began 
to arrive in Berea. What was at first 
a slow trickle of gifts has grown to a 
steady stream of constantly increasing 
benefactions. 

The endowment fund is the life 
blood of Berea College. It has grown 
from $100,000 in 1892 to $16,000,- 
000 in 1955. It is carefully invested. 
The income from this fund provides 
the operating expenses of the college. 

Last fall 1467 students enrolled in 
all departments at Berea College. This 
means that the college will need 
$737,901 to meet the anticipated edu- 
cational expenses for the academic 
year 1956-57. 

The labor program of Berea Col- 
lege affects all aspects of college life. 
Sixty-four different departments pro- 
vide work opportunities. Students 
labor in all department and adminis- 
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trative offices and in the student in- 
dustries (bakery, candy kitchen, col- 
leze press, needlecraft, weaving in- 
dustries, dairy, creamery, broom in- 
dustry, woodcraft and the college 
hotel). They also assist in preparing 
and serving meals and in caring for 
the buildings and grounds. 

New students fill the positions made 
vacant by those who left Berea or 
transferred to other jobs. They there- 
fore have little or no choice of work 
during their first two semesters. 
students may seek 
work in the department of their 
choice. The college feels that by work- 
ing in a department related to his 
academic interests, or in a student in- 
dustry which appeals to him, the 
student acquires skills which will have 
a vocational or 


Second-year 


avocational value 
after college. 

But above all other aspects, the 
college stresses the educational values 
of its labor program. “Our students 
acquire work habits, attitudes and a 
sense of responsibility which stand 
them in good stead for the rest of 
their lives,” is the comment of one 
college official. “And by working with 
our college community in a common 
enterprise, they learn to appreciate 
the worth and dignity of all labor and 
become better citizens.” 

During recent years the college has 
conferred more than 200 degrees an- 
nually. Most are B. A.’s. Some are 
B. S. degrees in agriculture, home 
economics and business administra- 
tion. 

Today about 90 percent of the 
students attending Berea College come 
from 230 counties in eight states 
which lie in the southern Appalachian 
area. The remainder come from other 
parts of the United States and foreign 


1956 


December, 


countries. Eighteen nationalities were 
represented in the student body last 
year. 

The Credit Union had its 
birth not long after the student work 
program in 1923. It was a natural 
outgrowth of the students’ economic 
problems. 


Berea 


Low or middle incomes 

Berea’s students come from low or 
lower middle income families. Often 
their earnings, supplemented by 
whatever small amounts their parents 
may be able to send, are not large 
enough to cover the college bills. Or, 
and this is even more common, a 
student may find himself short on 
cash for a clothing item which needs 
immediate replacement, a textbook, 
notepaper, or to resole his shoes. 

To meet these small loan needs of 
Berea’s students, the Berea Credit 
Union was organized on December 3, 
1923. 

Kentucky had passed its credit 
union law a year earlier. For several 
years Albert G. Weidler of Berea 
had been in contact with two credit 
union pioneers in Boston. They were 
Edward A. Filene, the merchant and 
philanthropist who later gave $1,- 
000,000 to start the credit union 
movement in the United States, and 
Roy F. Bergengren, the lawyer who 
in 1921 had set up the Credit Union 
Extension Bureau in Boston under 
Mr. Filene’s direction, and later be- 
came the first managing director of 
the Credit Union National Associa- 
tion. 

In 1922 Dr. Weidler and Mr. Ber- 
gengren joined forces to secure pas- 
sage of Kentucky’s basic credit union 
statute. At that time few states had 
credit union legislation. Methods of 


Berea College is located in the 
foothills of the Cumberland Mountains. 


formulating laws were new and un 
tested. 
Who provide the 


capital for student loans? 


could share 
Certainly 
not the nearly penniless students. 
The charter members looked for a 
way around this problem. They 
planned to interest faculty members, 
college workers and townspeople in 
buying shares. Since the salaries of 
both faculty 
were modest, the 


college workers 
idea of selling 
shares on the installment plan was 
immediately put into practice—an 
unusual practice at that time. And of 
course this was the only way in which 
students could afford to buy shares. 
The by-laws of the Berea Credit 
Union limited the field of member- 
ship to persons connected with Berea 
College or any of its schools as stu- 
dents, members of the faculty, em- 
ployees or any other capacity and 
the members of their immediate fami- 
lies, including wives, husbands, chil- 
dren, or parents residing with them. 
However, the mayor of the city of 
Berea was one of the credit union’s 


and 


charter members. He served on its 
first supervisory committee. And for 
some years the credit union consid- 
ered townspeople to be within its 
field of membership. 


Faculty took lead 

Sixty percent of the original mem- 
bership were faculty personnel, 40 
percent students. The first treasurer 
was a charter member and a student. 
Today he is a dean, serves as chair- 
man of the supervisory committee 
and is the charter member 
still actively connected with the col- 
lege. 

The credit union struggled with 
some knotty problems in the 20’s. 


only 
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1 share capital was one of 
Student members bought thei 
ires in very sraall installments. 
ed between 15 cents and 
weekly. Often they were not 
put anything into their share 
Total assets in 1924 wer 

Shares were $2.457.96. 
demand was another 
Students were in dire need 
Most of their loans ranzed 
$10 and $45. Total outstand 
at end of the first vear’s 
were $2.788.00 or 97! 
issets. At the beginning, 90 
vans went to students. By 

ire¢ h | arop pe | lo 


Loan repayments proved difhcult 
schedule. Where would students get 

noney to repay loans? Experi- 
ice soon proved that it was almost 
npossible for them to repay loans 


This did not 


ipply to loans for $10 to $20. But 


ntil after graduation 


re] ment of larger loans presented 
i serious problem. Even with their 
earnings, as well as_ those 


work 


most students were only 


Summer 
from part-time during the 
chool year 
barely able to meet college and in 
lental expenses. Most could count 
very little financial assistance from 
sarents and relatives. 

But students contributed largely 
srowth of our credit 
Welsh, treasurer 
1926 to 1952, points out. “Many 

made share deposits of $50. 


und S100 


vard the early 


or Benjamin T 


one or two even $250. 


usually represented sum 


| what extent did credit union 
vans actually help the students of 


Be rea ( olle r¢ 


Borrow or leave 
Some point out that without these 
ins the students would have had to 
sharks, or drop out of 
iuse there was no other 
low-cost credit open to 
olleze had no funds dur 


irly 1920's to come to thei 


On the other hand there are thos 
feel that credit union loans were 
the right kind of assistance to 
is students. Here is the opinion 

long-time member: “Student 
ent ability is too low to make 

I think some 

vans actually did them a dis 

When they could make regu 


payments their loan cost was low. 


them prac tical 


as it should be 


But because a large 
portion of the principal remained on 
the books until sometime after they 
rraduated, the accumulated interest 
made the cost of the loan too high 
to be of real service.” 

“Many graduates went into teach- 
salaries 
were quite small. And they needed all 


ing.” says another. “Their 


of their income for living expenses. 
This meant they had to borrow more 
money for board and room while 
At the end of the year. the 
banks frequently owned all of a young 
check. This meant 
that credit union funds were tied up 


teachin 


teachers salary 


for years and no capital was avail- 
able for loans to other needy and de- 
serving students 

The students’ loan need was urgent. 
They needed money at the lowest 
possible cost. Berea Credit Union’s 
officers thought long and earnestly 
about methods to reduce student loan 
cost even further. Dr. Albert G. Weid- 
ler, Dean of Labor and Professor of 
since 
afford 
low-cost loans. they needed no-cost 
loans. Some of the Labor Office stu 


Economics. reasoned _ that 


Berea’s students could not 


dent loan funds did not require in- 
terest payment; if these funds could 
he increased, no-cost loans would be 
available to meet all student emer- 


vencies, 


Fund grew fast 
Dr. Weidler began to build up the 
non-interest-bearing 
fund. He encor 
explained the purpose of these free 


student loan 
razed donations. He 


loans. Denors responded generously. 
They contributed enough money so 
that today students need not borrow 
from the credit union but can obtain 
no-cost loans and deferred interest 
loans throuch the Labor Office. 

There are tw 
Collece makes 
administered the 
And both ire 


cational value 


types of loans Berea 
to students. Both are 
Labor Office. 
lesigned to have edu 
r the student. 


® Short-tern ns. Their purpose is 
to help st ents meet school ex- 


hool bills, buy books 


cessities. These are 


penses, pay 
and other 
loans to be 


non-interest-bearing 


repaid with the academic year. 
They are granted upon the Dean’s 
recotnmetl d: mn. 
Long-tern ins. These are used 
primarily lor two purposes: To 
help graduates get established in 


their jobs and for graduate study. 


Interest of 4 to 5 percent per an 
for the 
balance of the past 6 months. Bor- 


num is due semiannually 


rowers pay no interest while study- 
ing either at Berea or during giaJl- 


Regular 


begin 


elsew here. 

should 
two or three months after comple- 
tion of studies. Students then have 
between two and five years for 


uate study 


monthly payments 


full repayment. 

These are character loans. Students 
do not furnish collateral, nor do they 
need cosigners. But the colleze asks 
that parents approve the loan re- 
quests. 

“To increase the educational value 
\ ilson 


Labor since 1950, 


of these loans,” says Dr. 
Evans. Dean of 
“we request students to work out a 
budget with itemized estimates of ex 
penses and income. We also ask for 
two references of business or pro- 
fessional people who are neither re- 
latives nor colleze officials.” 


Students are prompt 
Are students meeting their repay- 
“They 


are,” is Dean Evans’ response. “Our 


ment obligations? certainly 
repayment experience has been ex 
ceptionally good. And in addition to 
giving our students new educational 
values, the student loans have also 
been a wonderful public relations 
instrument, both with our alumni and 
others. We recently had three in- 
quiries by outside groups about our 
student loan fund experience. ‘One 
was a church group. The other two 
were colleges. It was a pleasure to 
explain our program to them.” 


But accumulating this loan furd 
took nearly three decades. Meanwhile. 
Berea Credit Union continued to serve 
the students. Its loans supplemented 
the no-interest Labor Office loans. As 
Labor Cfiice 
grew. the credit union was reeded 


the resources of the 


less and less by the students. Today 
Berea Credit Union has few student 
loan requests. However, it still makes 


loans to students for some purposes. 


It was in the late twenties that the 
credit union began to change its prin- 
cipal field of service from students to 
college faculty and emvloyees. As the 
credit union grew older, these two 
groups have made increasing use of 
its facilities. They too need low-cost 
loan service. Their incomes are mod- 
est. They soon found the self-help 
opportunities of their credit union a 
resource. It them 


welcome gave 
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All Berea students must work 
Low fees are based in part 
by the student labor program, 


first developed by Dean Weidler. 


Maxine Menefee, Roy N. Walters 
and Benjamin T. Welsh are the three 
treasurers who have served the 
Berea Credit Union 


since it was chartered in 1923. 


strength to know that they could rely 
upon help from their credit union in 
the event of an emergency. Despite 
the drop in student participation, the 
credit union continued to grow. 
Meanwhile, new problems develop- 
ed, due mainly, to the desire to keep 
interest rates low. Complaints by the 
authority heard 
from time to time. Suddenly they be- 
came 


supervisory were 


serious. The credit union’s 
officers were 


simply not keeping up with the work. 


overworked volunteer 


The State Banking Department in 
1952 declared that Berea Credit 
Union would have to tighten up or 
face serious consequences. The prin- 
cipal complaints were: laxity in the 
collection policy concerning delin- 
quent loans; lack of proper security 
for some loans over $200; conducting 
the affairs of the credit union “in a 
very loose and unsatisfactory man- 
ner,” failure to record chattel or real 
estate mortgages immediately. 

To resolve these complaints the 
Banking Department sent a repre- 
sentative to Berea for a special meet- 
ing with the directors and committee- 
men of the credit union. Also present 


December, 1956 


at the meeting was a representative 
of the administration of Berea Col- 
lege. 

The directors promised to make 
amends so that the 
authority 


supervisory 
further 
reason to charge that Berea Credit 
Union was “operated like a charit- 
able institution.” 


would have ‘no 


These were the steps Berea Credit 
Union took to clear itself of all 
charges: 
® It hired a part-time employee to 

take charge of the office work of the 

credit union on a half-time basis. 

It established a strong policy on 

delinquent loan collections, defin- 

ing a delinquent loan as one on 
which no payment had been made 

for six months. And it added a 

clause to all notes stating that a 

member’s loan would fall due 

automatically if he should leave the 
employ of the college. 

It straightened out its books and 

wrote off all uncollectable loans. 

These measures worked. They did 
completely away with the strained 
relations between the credit union 


and the Banking Department. And 
the examiners’ reports during the 
last four years reflect this improved 
relationship. 

But the complaints of the super- 
visory authority did not cover all of 
the problems of the Berea Credit 
Union. To be sure, these were the 
most pressing. However, there are 
others that will persist as long as the 
low interest rates are maintained. The 
officers fully recognize the problem 
but are reluctant to change the policy. 

Treasurer Menefee sees it this way: 

“Our 


charged low interest. 


always 
At present it is 
6 percent per annum on loans of $300 


credit union has 


or less, 5 percent per annum on loans 
above $300. 

interest 
we pay low dividends. Five years ago 


“Because we charge low 


we paid 1.8 percent; three years ago 
2 percent. In 1955 we paid 2.1 per- 


cent. No other credit union in Ken- 


tucky, to our knowledge, pays so 


low a dividend rate. 

“How can we maintain the low 
interest rate which Berea Credit 
Union has traditionally charged and 
meet at the same time the rising cost 











of increased membership, increased 
need for office help and an increase 
n expenses for supplies? 

“Servicing small loans at this in 
terest rate,” Mrs. Menefee continues. 
“is a real problem. For example, a 
loan for $25, repaid in five monthly 
installments would cost the Berea 
Credit Union more in paper alone, 
than the total amount of interest in- 
come secured from it.” 

Another problem arises from the 
credit union’s philosophy of encourag- 
ing members to take fullest advantage 
of their life savings insurance bene- 
fits. When a member’s share account 
passes the insurable limit of $1,000, 
the treasurer suggests that the mem- 
ber place additional savings in the 
share account of a member of his 
family. “We take pride in this phil- 
Menefee, 
“but it is very costly for us. Our prin- 
( ipal 


osophy,” says treasurer 


expense item is insurance 
premiums. And one of our best 
sources of income would be from 
those share accounts which exceed 
$1,000. But by telling our members 
that they can have additional insur- 
ance benefits through share transfers, 
we are paying insurance premium 
for very nearly every cent of our 
shares.” 

Berea Credit Union is trying to 
operate on a shoestring. Despite the 
officers, 


committeemen and em- 


problems this creates, its 
directors, 
ployee are demonstrating that much 
can be done with very little. 


Minimum expenses 


For twenty-eight years the credit 
union was operated entirely by volun 
teers. Most of their work was done on 
Saturdays and Sundays. Since 1952 
Berea Credit Union has its own office 
in the basement of the administra- 
tion building of the college. Office 
space, light, heat, furniture and air 
conditioning are provided free by the 
college which also contributes $600 
toward the paid half-time employee's 
salary. 

lo secure inexpensive office equip- 
ment, three members of the board of 
directors some years ago went to a 
public auction at Bluegrass Ordnance 
Depot, fourteen miles from Berea. 
They 


supplies, placed bids on three items 


looked over a W arehouse of 


and were awarded two adding 
mac hines 
Communication with the member- 


ship is through the campus mail 


12 


which is free. But correspondence 


with out-of-town members requires 
an investment of 3 cents per letter. 

Telephone calls are a_ problem. 
Berea Credit Union cannot afford the 
expense of a town telephone. But it 
needs one to contact lawyers, banks 
and insurance agents. For campus 
calls, the college provides it with a 
free extension phone. 

Has Berea Credit Union been 
growing, helping its membership and 
increasing its services? 

The record says yes. Berea Credit 
Union today is the oldest, contin- 
uously chartered credit union in 
Kentucky. It is also the first to be 
organized anywhere to include stu- 
dents, especially undergraduates. 
When CUNA Mutual Insurance Soci- 
ety began offering Loan Protection 
Insurance, Berea Credit Union was 
immediately interested and obtained 
contract Number 3 in Kentucky. Life 
Savings Insurance followed with con- 
tract Number | 


Loan volume high 


“At the time of organization in 
1923 paid in $150 in 
shares,” says Dean Roy N. Walters, 
first treasurer of Berea Credit Union. 
“Five years later shares had grown 
to $23,334.” In 1948, at the credit 
union’s 25th anniversary, assets were 
$61,541.64. Loans outstanding at that 
time were $56,170.03, or more than 


members 


90 percent. 

During the last eight years assets 
increased to $118,588.30. Loans more 
than doubled, reaching $113,025.85 
as of the end of September, 1956. In 
other words more than 95 percent of 
assets are loaned out to members. 
The number of borrowers is 225. 

What 


membership 


percentage of its field of 
Berea Credit 
Union serve? Of a possible 275 sal- 
aried workers and 400 hourly em- 
ployees (whose number varies 
constantly) together with 1467 stu- 
dents, the credit union has a total 


dc es 


membership of 510. 

This group is composed of 19 
members who joined as students, 58 
(faculty or staff children). 
One hundred and eleven members 
(including the minors) joined on the 
basis of family ties, and 85 members 
no longer reside in Berea. 


minors 


Berea Union encourages 
regular savings but without pressure. 
Five years ago-less than 10 members 


saved regularly through payroll de- 


Credit 


duction. Today 52 members, or 10 
percent of the total 
save regularly. 


membership. 


There is no longer any serious de- 
linquency problem. After adopting 
its new collection policy in 1952, 
delinquencies fell to a new low. As of 
October 1, 1956, there were 6 delin- 
quent loans, for a total of $274.30. 
But only two of these six, totaling 
$71.95, are presumed to be total 
losses. “There are three reasons for 
our low delinquency rate,” says Mrs. 
Menefee: 

1. Placing all loan payments on 
payroll deduction. Only in unusual 
cases will the credit 
other arrangements. 


union make 

2. Making all loan notes due and 
payable at once if a member should 
leave the employ of the college. 

3. Limiting loans to members who 
have left Berea to the amounts held 
in their share accounts. 

What has Berea Credit Union done 
about member education? “We have 
never had an organized drive for 
members or for savings,” says treas- 
urer Menefee. “Nor has there been 
an organized attempt to tell students 
about our credit union. But we have 
three informal methods by which we 
try to reach most of those in our field 
of membership. 

“New faculty personnel and staff 
we try to reach by word of mouth, 
hourly employees through their super- 
visors, and students by suggesting to 
their teachers, most of whom are 
members, that they include a discus- 
sion of credit unions in their regular 
class programs.” 

Among the most active users of 
Berea Credit Union are the hourly 
workers. G. G. Barnes, superintendent 
of the college laundry and chairman 
of the credit committee, is a hearty 
credit union enthusiast. “The credit 
union is the best poor man’s friend 
that has ever been,” he says. “There 
are 35 employees in the college laun- 
dry. Between 75 and 80 percent are 
credit union members. And approx- 
imately 50 percent have payroll de- 
duction every two weeks for shares. 
They have begun to realize that with 
their regular savings habits, they 
are high on the list when applying 
for a loan. 

“Just about every week we have an 
emergency or sickness at the college. 
It’s good to be able to help then. And 
we are glad to lend money to the 

(Continued on page 22) 
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In 1910, when the postal savings system was 
established, the main purpose was to serve 
immigrant families who already knew and 


trusted the postal systems of their native 
lands. 





Postal Savings Still Plugs Along 











Attacked in recent years as an unnecessary government service, the U. S. 
Postal Savings System now is grudgingly tolerated in Washington. Public 


HEN Albert J. Robertson, Des 

Moines banker, came to Wash- 
ington in 1953 to help modernize 
the post office department, he figured 
his chief job would be to straighten 
out the complex accounting problems 
inherent in a “business” that does 
more than $3,000,000,000 annually 
through 40,000 “branches.” 

But Mr. Robertson never left bank- 
ing. His duties as assistant postmaster 
general for finance included top 
responsibility for the Postal Savings 
System, a savings operation which is 
undoubtedly the largest in the coun- 
try, with more than 2,700,000 de- 
positors at the present time, and ac- 
counts totaling more than $2,000.- 
000,000. 

During Mr. Robertson’s time at the 
post office department (he recently 
became the chairman of the Federal 
Home Loan Bank Board), postal sav- 
ings became a center of controversy. 
It had been set up in 1910 in response 
to overwhelming public demand for 
convenient and safe depositories for 
small accounts. By 1953, 
however, there were many even in 
government who were arguing that 


savings 
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support seems to show the need for a wide variety of savings institutions. 


the need no longer existed, because 
so many other types of convenient 
and safe savings institutions have 
been developed for small accounts 
everywhere in the country. 

There have been great changes 
since 1910. In those days great areas 
of the country had no satisfactory 
their 
Even in the most populous areas, 


savings institutions of own. 
regulation of banking practices was 
so haphazard that millions of citizens 

particularly the immigrants who 
were arriving in huge numbers—had 
little confidence in the institutions 
which were available for their sav- 
ings. 

As far back as the Civil War per- 
iod our government had recognized 
that the post office could be used to 
help citizens safeguard their funds. 
Under the dynamic leadership of 
Postmaster General Montgomery 
Blair, the money order service was 
established in 1864; it 
immediate hit among Union army 
men, who were sorely in need of a 
safe means of sending funds back 
home. 

Despite the warm public approval 


scored an 


of money orders, Congress resisted 
proposals to extend postal banking 
to include postal savings. Some mem- 
bers feared the post office would 
drain funds from local communities 
to the Treasury in Washington. 
Others objected to a service which 
might compete with private operators. 

Elsewhere in the world, however, 
post offices had been quick to offer 
savings facilities for their citizens. 
Great Britain had introduced the sav- 
ings plan in 1861, and Canada had 
offered its citizens postal savings 
since 1867. Throughout Europe, na- 
tions like Austria, Italy and France 
maintained active postal savings pro- 
grams to provide safe depositories 
for savings accounts. 

Sponsors of the U.S. Postal Savings 
System marshaled powerful facts to 
show the need for better savings facil- 
ities. Of 647 mutual savings banks 
at the turn of the century, all but 11 
were in New England. While there 
were 336 stock savings banks, 294 
were in the west, and only 42 in the 
south. In 1909 there was only one 
bank for every 270 square miles in 
the U.S. On the other hand there was 
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pos th lor 
iles 

Worse than this maldistribution 
vas the lack of security. In the 1890's 


when the post il savings debate raged, 


every 1) square 


most tales. including big ones like 
New York 
and even the District of Col- 
umbia. had no banking laws. Anyone 


could start 


Pennsylvania and New 


Jersey, 


a bank on any basis he 
wished. In a period when it was 
ommon for more than a hundred 
banks to fail annually, it was hardly 
urprising that most immigrants were 
hiding their money rather than risk 
itu unregulated banks. 
When he before the 


post office committee in L909 


appeared 


1e for a postal savings system 
Postmaste1 Meyer 
heavily emph sized the need to pro 


ice i 


General George 
savings system which immi- 


would use. Coming trom 
which already had success- 
tal ivings operations, these 


funds back 


r hid them in their mattresses. 


shipped their 
$90.000.000—a big sum for 
went back to Europe in 
ne from immigrants who 
to place their funds on deposit 

th pe stal savings systems they 
had learned to trust. More than $18, 
000,000 went to Italy. 
was highly developed follow- 

1 wave of bank failures in 1893. 


In an effort to dramatize the trust 


where postal 


which immigrants place in a govern- 

nt institution, the Postmaster Gen- 
eral told of an Italian who entered the 
Pittsburgh post office and bought ten 
orders. He started to 
walk away without waiting for th 
lerk to issue the orders. “He had 
such confidence in the government.” 
Mever said, “that he intended to pick 


without 


si(})}) money 


up his money orders later 
even demanding a receipt to show 


iad given the clerk $1.000.” 


Better than hoarding 
ors stressed the role postal 
s system could play in encour- 
thrift among those who might 
therwis¢ squander their funds. and 
edicted it would help bring hoarded 
nev back into circulation. 
far back as 1882, Postmaster 
Timothy Howe called for a 
saving bank as a place near at 
where a dollar may be secure 
the temptation of burglar 
saloonkeeper.” Ten years 
ister General John Wana 


ntended the government has 


better 
12,000,000 wage 


“to whom saving does not 


an interest in encouraging 
citizenship among 
earners, 
come naturally.” Postmaster General 
Meyer argued, “It would be fortunate 
going over the 
saloon bar could go to the bank.” 
Once the habit of accumulating sav- 
ings is started, he predicted, “it will 
srow with the individual.” 


if the money ow 


Over 80 bills establishing a postal 
savings system were introduced be- 
tween 1873 and 1910 without success. 
But with every depression, demands 
ground. 
During the panic of 1907 so many 
banks failed that both political parties 


‘ndorsed postal savings in their plat- 


for such a system gained 


forms for the 1908 election. 
Republicans talked of a system 
“for the convenience of the people 
and the encouragement of thrift.” 
Democrats were for a bank “consti 
tuted so as t Keep the depositor’s 
money in the county where it is estab- 


lished.” 


Limited to small savers 
\s ultimately 


gress, the plan included many safe 


approved by Con- 


cuards to prevent the post office 
from « ompeting with private banking 
Initially. a $500 limit was 
placed on accounts, and the rate of 


interest was pegged at 2 


sources, 


percent, 
payable only after funds had been 
on deposit for a year. 

Under this plan, it was said, only 
small savers would be interested in 
postal savings. Moreover it was be- 
lieved they would move their funds 
remunerative 
$500 


to other and more 


places—once the limit was 
reached. 

One of the most hotly debated 
issues was whether the postal savings 
system would drain funds from the 
community. To prevent this, Congress 
authorized deposit of postal savings 
money in local banks in the com- 
munities where it was collected. As 
a protection to the government the 
banks were required to meet stan- 
dards fixed by the post office depart- 
ment. 

While the 
deposits was 
to $2.500. the 
is still careful t 
would 


eiling on individual 
subsequently increased 
postal savings system 
» avoid changes which 
represent a strong bid for 
patronage. It is ultra-cautious in 
identifying its clients, sometimes de- 
man‘ding fine: rprints before permit- 
ting withdrawals. No individual is 


allowed to have more than one ac- 


count anywhere in the country. No 


joint accounts are accepted, nor ac 
counts for organizations or corpora 
tions. 

The U.S. makes no effort lo pro 
vide some of benefits 
which Canada’s Postal Savings Bank 
offers. Because the passbook used by 
Canada can be cashed in the Domin- 
ion it serves, in effect. as a certified 
check particularly useful to travelers. 
Under the U.S. 


the special 


system individual 
account records are maintained only 
in the post office where the original 
deposit is made. Certificates can be 
cashed only in the post oflice where 
these records exist. 

In his testimony for a postal sav- 
ings system in 1910, Postmaster Gen 
eral Mever had argued that many 
potential savers are embarrassed to 
go into a bank to deposit a dollar o1 
less, while there would be no embar- 
rassment in a post office, where they 
are accustomed to deal in pennies. 

It is still possible to buy postal 
savings stamps for as little as a nickel. 
But in a recent economy move. the 
department abolished the $1 and $2 
savings certificates, so that today it 
takes a minimum of $5 to open a 
postal savings account. The Depart- 
ment will do business with anvone 
10 years old or over. Where a person 
is disabled, it will deal with an agent. 
and under some circumstances it will 
take deposits and even arrange with- 
drawals by mail. 


Why the sudden growth? 

Current uneasiness about the future 
of the system cropped up about five 
years ago, when the General Account- 
ing Office became concerned about a 
tremendous upsurge in postal savings 
activity following World War IL. 

Through the first 18 years of the 
system, deposits never exceeded 
$175,000,000, and the number of de- 
positors barely topped 100,000. Fol- 
lowing the banking crisis and the de- 
pression of the 1930s the volume of 
deposits went to $1,250,000,000 and 
the number of depositors to 2,741,- 
000. But by 1948 the volume of de- 
posits had swollen to $3,380,000,000 
and the number of depositors to 
1,111,000. 

Investigation turned up some dis- 
turbing information. Where 72 per 
cent of the depositors in 1915 had 
been foreign born, there was no such 
proportion by 1950. Instead of serv- 
ing communities that lacked con- 
venient and safe savings facilities for 
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postal savings has changed 


so much its founders would hardly know it. 


depositors, over YO per cent of the 


postal savings facilities.and 98 per 
cent of the deposits were in the big 
cities, where insured savinzs banks, 
savings and loans and credit unions 
are available to serve the public. 

On the other hand postal savings 
is not being patronized in the rural 
Onrily 100 of the 20.- 
000 fourth class post offices and 1,727 
of the 12.803 third class. ace ept postal 
More than 500 of 


found to have less 


bankless areas 


savings accounts. 
these offices were 
than 10 accounts. 

Though postal savings funds were 
initially supposed to be left in the 
local 


banks have gener! ally 


community, studies showed 
been unwilling 
to accept much of this money at the 
21% per cent demanded by the govern- 
Today. all but $30,000,000 of 
$2.000.000,000 are in 
While more 


than 800 banks qualify to hold postal 


savings 


ment 
the system's 
government securities. 


funds, most of these have 
accepted only token amounts, presum 
ably having qualified solely for the 
prestige that accrues from advertis- 
ing themselves as a postal savings 


depositor Ve 


Convenient for transients 


Through the years many factors in- 
fluenced the growth of the system. In 
the great depression it attracted the 
timid. who sought maximum safety 


funds. During World War 


Il it was a wonderful convenience for 


for their 


the uprooted, temporarily away from 
home and needful of a safe place for 
their funds. The 
growth has 


systems postwar 


never been fully ex 


plained; but there is one theory 


caused by 
individuals who hid “black market” 


that in part it was 
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Today, after 46 years of service to the public 


ie 
>» 


| 


~ 


and other dubious income in postal 
savings accounts, hopeful that rigid 
security rules would provide sub- 
stantial secrecy from normal investi- 
gating agencies. 

As far back as 1952, 
ofthese 


time Congress decided whether postal 


the General 
Accounting concluded it was 
savings still performs the function it 
Later the 
Hoover Commission went further and 
flatly 


of liquidation get under way. 


was established to serve. 


recommended that a program 


Not petty saving 


1 he Hoover 


average deposits now amount to $750, 


Commission noted 


“which is not petty saving.” The 


Commission added that government 
bonds and higher private interest 
better 


“for the wenuine saver.” 


rates represent a investment 
Treasury Secretary George Hum- 
phrey and Postmaster General Arthur 
Summerfield agreed that in recent 
have 


developed which largely eliminate the 


years other savings facilities 
necessity for continuation of the sys- 


tem. However. Summerfield added 
that no decision can be made without 
recognizing that millions of citizens 
continue to use the system. 

In an effort to modernize its oper- 
ation, Summerfield replaced the old 
savings certificate, which cost $15 per 
thousand, with a punchcard, costing 
thousand and keyed to 


modern record-keeping machines. The 


$ 1.55 per 


saving was significant, since 9,000,- 
000 such certificates were issued last 
year. 

When a survey showed that 28 per 
cent of the 
being cashed in less than 60 days 


savings certificates were 


after issuance, he sensed that postal 
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savings was being used as a free de- 
pository for short-term safekeeping 
of funds. To discourage this costly 
kind of transaction he instituted a 10 
cent fee for all certificates cashed in 
less than thirty days. Other surveys 
showed that 65 per cent of the turn- 
over in deposits resulted from with- 
drawal and redeposit of funds to col- 
lect o1 redeposit interest, so, begin 
ning in mid-1954, the Department 
agreed to pay compound interest 
automatically on deposits, eliminating 
the need for manipulations by the 
depositors. 

Meanwhile the Postal Savings Sys- 
tem, over forty-five years, has un 
questionably fulfilled the promise of 
its sponsors that it would become a 
training ground, to “feed” savers to 
other types of institutions. Some 
years after the system was in opera- 
tion, American Banker published an 
editorial expressing surprise that 
bankers had ever opposed the idea. 
“So far from being in opposition to 
the Postal Savings System,” the mag- 
azine wrote, “the bankers are begin- 
ning to regard it as a primary school 
that is teaching the savings habit.” 

Will it be liquidated? Probably 
not. Meanwhile, however, the total 
volume of deposits has been drop- 
ping at a rate of about $200,000,000 
vearlv from the $3.400.000.000 peak 
of 1948 and the number of depositors 
is shown down from 4,111,000 to 2,- 
71 1.000. The number of depositories 
has been reduced from 8,183 to 7,750. 

Postmaster General Summerfield is 
not forceably depriving citizens of the 
use of the postal bank. Neither is he 
doing anything to stimulate patron- 
age, or to encourage the system to 
functions which can be 
handled by private agencies. 
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Left: the building is on one of the main 
business streets of Ames, a pleasant uni- 
versity town 


Center: the treasurer is Walter T. Farley, a 


printer, who finds his church work and his 
redit union work don't leave him much 


pare time 


Right: the members are printers, editorial 
and business employees of the newspaper 
and an associated job printing establishment 


H' )W many members does a credit 
union need to do a good job? 
Sixty is enough, judging by the 
experience of a group of lowa news 
Ames Daily 


university 


paper employees. The 


Tribune, in a town of 


25, 000 population, has 37 employees. 
These together with 23 wives and chil- 
dren make up the membership of the 


[Tribune Credit Union. This 


year the credit union celebrated its 


Ames 


25th anniversary, and shows no signs 
of slowing up. 
lhe treasurer is a slim, soft spoken 
printer named Walter T. Farley. He 
has been working for the Tribune 
since he left school in 1935. He has 
been treasurer of the credit union 
most of the time since the early years 
of the war. There was a time during 
the war when he had to carry the 
whole thing almost single-handed. 
“We make loans for just about 
everything you can think of.” Farley 
vs. “Made a loan the other day to 
part of a neighbor’s backyard 
ve I ide some Car loans we re 
big enough now for that. Trouble is 
the members don’t realize yet how 


much we can save them. I tried to get 
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ow Small Can a Credit 


some of them to find out how much 
they were paying for car financing, 
but the way the papers are made out 
they couldn’t tell. The 
charges aren’t itemized.” 
At the end of September the credit 
union had about $17,000 in shares 


carrying 


and deposits and $7,700 out on loan. 
This relationship shifts constantly, 
probably more than in larger credit 
Not lo: 


one member decided to open up sub 


unions. e ago, for instance, 
stantial share accounts for four mem- 
bers of his family. in order to get the 
benefits of Life 


This has made the shares-to-loans 


Savings Insurance. 


ratio look quite different. Two years 
ago the credit union was borrowing 
from the central credit union in order 
to keep up with heavy loan demand. 


Variety of members 

front and the back of 
the building, there is a considerable 
difference in the membership. The 
back of the building is the shop where 
is printed and job 


Between the 


the newspaper 
printing is handled. The employees in 


building are skilled 


| get higher average 


this part of 


and mature ar 


pay. Turnover is low. In the front of 
the building, in the business and edi- 
torial offices, you find more young 
people just starting to work—girls 
typing for a year or two before mar- 
riage, young men just starting in 
newspaper work. Turn-over is higher, 
for these young people come and go. 


Distress cases rare 


Naturally, the older employees 
make better use of the credit union’s 
saving program. Farley does not 
know of any members who are saving 
much outside the credit union, and 
thinks they find it easiest to save in 
the credit union, where payroll deduc- 
tion is available. As for borrowing, 
there is probably more of that going 
on outside—particularly on automo- 
biles and other installment purchases. 
However, the Tribune members don’t 
seem to get themselves involved with 
high rate lenders and high pressure 
installment sellers—Farley hasn’t seen 
a real distress case for a long time. 

The big problem of a volunteer 
treasurer in a small credit union like 
this is finding time for all the things 
you would like to do. Farley and his 
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wife allocate a certain amount of time 
for church work; Farley sets aside 
another quota for the credit union; 
after that they have to limit their 
activities severely. There just isn’t 
time to do everything. Running a 
credit union on a strictly volunteer 
basis in a small group has its advan- 
tages and its disadvantages. In twenty- 
five years of lending, the credit union 
has only charged off about $40 of bad 
loans. The dividend rates have been 
high—6 percent at one time. Never- 
theless, Farley feels that he needs an 
educational committee to tell the 
members more of the story, which 
somehow they never seem to absorb. 


Committees on the job 


Generally, these isn’t too much 
difficulty finding people to serve as 
officers and committee members. The 
turnover among the employees means 
that vacancies occur during the year 
and have to be filled by appointment. 
They get filled, all right. The super- 
visory committee does its job, and the 
credit committee in a recent test 
showed that a member could get his 
loan in three minutes after signing his 
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With only sixty members, the Ames Tribune Credit Union of Iowa 


has active board and committee members and has given its 


members steady reliable service for over twenty-five years. 


application. On the other hand, Far- 
ley wishes he knew some way of 
educating new officers and committee- 
men as they step in, quite unin- 
formed, to take over their duties. 


Post-war progress 


Among the improvements the credit 
union has been able to install since 
the war have been these: 
© A reduction in the dividend rate. 
From around 6 percent this has been 
lowered to between 3 and 4 percent. 
This has produced a better undivided- 
earnings situation. In some past years 
there were no undivided earnings set 
aside. 
© A uniform interest rate. For a time 
the credit union charged 34 of 1 per- 
above $100. A 
straight 1 percent per month is now 
charged, and the change was effected 
without provoking any complaints. 
© Better annual meetings. It used to 
be difficult to get the members to at- 
tend the annual meeting, which was 
strictly a business meeting conducted 
in the office. Last year a dinner meet- 


cent on amounts 


ing was announced. and attendance 
was almost perfect, 


® Loan Protection and Life Savings 
Insurance. Loan Protection Insurance 
came first; it had no immediate effect 
on loan volume, but members are 
aware of it and like it. Life Savings 
Insurance has led to definite increases 
in savings by certain members. 


Door still open 


Twenty-five years ago, when the 
Ames Tribune Credit Union was 
chartered by the Iowa banking de- 
partment, it was easier to get a char- 
ter for a small group. Today, outside 
Iowa, there are many supervisory 
authorities that won’t give a charter 
for any group of less than 100 poten- 
tial members. However, the success 
in lowa of groups like the Ames 
credit union has kept the door open 
there for small groups. Al Jordan. 
managing director of the lowa 
League, still submits applications for 
groups under 100 whenever he finds 
real enthusiasm to justify it. He can 
point to the success of the Ames 
Tribune Credit which in 
twenty-five years has never had any 
serious trouble and whose service to 
members has steadily improved. 
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An alert board, an active supervisory com- 
mittee and a 100 percent blanket bond give 
the members’ shares a triple plating of 
safety 


Under the Blanket Bond 


The risks covered by the blanket bond and the extent of coverage should 


be thoroughly 


Pp! OPLE are people and they get 
nt trouble 


too 


Credit union ofhcers 


treasuret 
Credit 


isthm ati 


ol Steel Strap 
Union, for exan 
ventleman who is 


1 five-vear term tor « 


was elected treasurer of 
edit union, the board of di 

ouraged him to take over ith 

ole operation. There was an wi 
x<plained shortage on the books of 
1.000 when he 
is unpleasant tact was quietly swept 
nder the ru The board did not 
nt any trouble 


assumed ofhece but 


and ne sup ryvisory 


had ever been appoint d 
sympathize with the 


Th hope for the best. He 


job with the company, 


understood by the 





WHEN DOES COVERAGE BEGIN? 


Blanket bond coverage is sometimes mis- 
understood. When a credit union switches 
from some other type of bond to a 100 
percent blanket bond, its 100 percent 
coverage begins at the time of purchase 
Losses discovered after the purchase of 
the 100 percent bond moy have occurred 
during the eorlier period, when the 100 
percent coverage wos not yet in effect 
In that case, the losses ore paid under the 
terms and up to the limits of the earlier 
bond. They may be paid by the company 
that wrote the earlier bond or by the 
company that writes the 100 percent bond, 
depending on how much time hos elapsed 
since the 100 percent bend was purchased, 
but thet is a technicality that does not 
change the limits of recovery 











whole credit 


therefore pres iably was an able 
man. His chro 
he had to tak 


intervals, and his doctor bills were 


asthma meant that 


oxygen at frequent 


heavy. He drank more than he ought 
to. but he said this was the only way 
he could breath and 
enough energy to be able to work. He 


was married. but had no children and 


vet ¢ ough 


did not own his home. 

Not long aco, the state examiner 
discovered a shortage of $20,000. The 
trail led, straight to the 
treasurer. It was found that he and 


naturally, 
one other member of the credit union 
had been syst itically embezzling 
over a period time. The principal 
method they used was this: when a 
member came to the credit union for 
a loan, the treasurer would say that 
the credit univ 


ind send the 


was out of money, 
yplicant to his fellow 
conspirator. B igeling credit union 
checks hetweer 
managed to us¢ 
the basis of a 
Vhe board of « 
for this to hap; 
no attention to the 
iddition. check 
blank by the 
at the treasure: 

As often | 


seemed to be all gone. The 


them, the two men 
the credit union as 
surious loan racket. 
ectors made it easy 
1 by paying little on 
credit union; in 
were often signed in 
president, to be used 
discretion. 
ppens, the embezzled 
money 
treasurer claimed he had spent all his 
on doctor bills and living expenses. 
there never is 
iwainst the other 


hin in 


enough evidence 
conspirator to put 


jail, and nothing was recov- 


official family. 


ered from him. The shortage was 
taken care of by the bond. and the 
treasurer went off to jail, still wheez- 
asthma. He had a 
prospect of living out his five-year 
Since then. the assets of the 


have shrunk down to 


ing with poor 
sentence. 
credit union 
their old 


confidence of the members has not yet 


two-thirds size. and the 


been restored. 
No two alike 


This is not a typical embezzlement 
story, because the more you study 
embezzlement the more you become 
alike. 
There’s always something different. 


How 


bezzling? Sometimes a little at a time. 


convinced that no two are 


does an embezzler start em- 
intending to pay it back. Sometimes 
as a calculated risk, hoping to make 
enough money betting on the horses 
to retire in slippered ease. He may 
be a married man with children and 
a respected place in the community. 
Or he may be a wild and reckless type, 
drinking thirstily and spending 
freely. He may plan his thefts care- 
fully and cover them up ingeniously. 
Or he may steal impulsively and take 
little or no care to protect himself. 
lhe money may be spent on rent and 
groceries, or it may go in gambling 
and liquor. There is no way of pre- 


Usually, 


the money has been spent by the time 


dicting who will embezzle. 


the shortage has been discovered: 
usually, the board of directors and 


the supervisory committee have been 
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lazy. That’s about all you can bet on. 
Credit embezzlements are 
different from commercial and bank- 


union 


ing embezzlements. No one in the 
credit union movement, to this date, 
has made off with the walloping sums 
that disappear from banks and sav- 
ings and loan associations. However, 
there is no question but this is a 
matter of luck rather than virtue: 
credit unions until recently haven't 
been big enough to offer a talented 
embezzler much Nobody 
doubts for a minute that one of these 


scope. 


days some credit union will report a 
million-dollar shortage. The highest 
reported so far has been about $350,- 
000-—big enough to force the liquida- 
tion of the credit union concerned. 


At present, the trend is good. Two 
years ago, when claims were rising 
steadily, there was some alarmed dis- 
cussion of the possibility that bond 
rates might have to be raised. How- 
ever, the trend reversed itself, and 
rates were held steady. Today, those 
responsible for setting bond rates are 
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happy they didn't let the bad ex- 
perience of 1955 push rates up. 
Nevertheless, there is nothing reg- 
ular about defalcation trends. Unlike 
the human mortality statistics on 
which life insurance rates are based, 
embezzlements travel in clusters. This 
is sometimes explained by saying that 
once a big loss has been, reported, 
boards of directors everywhere get 
nervous and start the auditing 
Then buried and 
moldering shortages suddenly show 
up, and the claims hit the mail in 
bunches. While it is probably true 


wheels turning. 


that embezzlement is commoner dur- 
ing depressions or during periods of 
rising living costs, some amount of it 
goes on all the time. The incidence of 
claims. however. is highly erratic. 


Credit unions are different 


Credit unions are unlike any other 
commercial or financial institutions. 
A high percentage of them have no 
full-time paid employees. Many of 
them are so small that no comparable 


commercial enterprise could exist on 
the same business potential. Credit 
union directors and supervisory com- 
mitteemen are unpaid; they do their 
work out of the goodness of their 
hearts, and sometimes this noble 
quality runs a little thin and tired. 
The auditing chores of the super- 
visory sometimes 
heaped upon people who are already 
overloaded with other obligations, or 
pretty vague in their minds about 
how auditing is done. 


committee are 


The credit union movement strug- 
gled for years to work out a satis- 
factory bonding program based on 
standard commercial concepts. Only 
in the last three years, however, has 
the bonding program offered to credit 
unions been one that actually met the 
peculiar conditions and requirements 
of the credit union movement. The 
blanket bond 576 and the 100 per- 
cent blanket bond, which became 
available in 1953 and 1954, represent 
years of experiment and research in 
the protection problems of credit 
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unions. Now, with the 100 percent 
blanket bond no. 576 approved in 
every province of Canada and all the 
states but one of the United States, 
credit unions have a bond carefully 
designed for them in terms of cover- 
ize, cost and procedure. As a result, 
in the 30 months that the 100 percent 
blanket bond has been available, 70 
percent of the credit unions that bond 
through CUNA Bonding Service have 
signed up for it. 

To appreciate how well 100 percent 
576 fits the needs of the credit union 
movement, you probably need to 
understand the whole subject of 
fidelity bonds. Maybe this brief de- 
scription will help: 
three 


name bonds, position bonds 


There are basic types of 
bonds 
and blanket bonds. These all began as 
a kind of insurance on the honesty of 
credit 


unions and certain other organiza- 


employees; in the case of 


tions, the honesty of volunteer of- 
ficers is also insured. The bond is 
normally bought by the employer, 
and it gives him a guaranty that if an 
from the 


business, the bonding company will 


employee steals money 
make good the loss. This may be 
hedged around with ifs and buts. The 
bonding company will pay back only 
up to a limit specified in the contract, 
such as $10,000 per employee; and 
the rate the employer pays may de- 
pend on the number of employees 
bonded, their type, and the amount 
of dollar coverage. There will be some 
usually the 
bonding company will recover what it 


igreement about salvage 


can from the guilty employees, and 
there will be some arrangement about 
how this is to be shared between the 
employer and the company. There 
will also be some arrangement about 
superseded 
suretyship, splitting up the responsi- 


discovery periods and 
bility for losses suffered by an em- 
ployer during a period of time when 
he has changed bonding carriers. 


Fidelity, faithful performance 


Fidelity and faithful performance 
ire the two employee characteristics 
that are insured under the *older 
name and position types of bonds. 
The name bond insures employees 
who are listed by name. The position 
bond insures a particular job, re- 
occupy it at 
Fidelity, of- course, 
means honesty and is readily under- 
stood in most contexts. Faithful per- 


gardiess of who may 
the moment. 
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formance, on the other hand, is a 
generally difficult and puzzling con- 
cept, which nobody likes to explain; 
however, it generally acts as a basket 
to catch difficult cases that can’t quite 
be labeled dishonesty. 

Name and position bonds are still 
widely used in some commercial enter- 
prises, and some credit unions buy 
them today. However, they have 
numerous disadvantages. First and 
foremost, they are expensive when 
the dollar amount of coverage is 
boosted to any substantial level. Sec- 
ond, they may call for frequent com- 
munication and extensive record keep- 
ing when employee turnover is rapid. 
Third, they do not and cannot be 
made to include coverage against cer- 
tain risks that may be added to 
blanket bonds burglary, forgery, 
misplacement and so on. 


Blanket bonds are newer 


While fidelity bonds written on in- 
dividuals go back for centuries, 
blanket bonds were first introduced in 
the financial world in 1915. The ad- 
vantages were enormous. All em- 
ployees could be covered as a group, 
and turnover could be ignored. New 
risks could be added—particularly 
theft and misplacement. Character 
rating could be eliminated, and rates 
could be simplified. The blanket bond 
idea spread fast through the banking 
community. 

The first blanket bond used by 
credit unions was form 23, a stand- 
ard type sold at manual rates. Fur- 
ther research led to the no. 576, the 
first blanket bond based entirely on 
credit union experience. Form 23 had 
included three basic coverages: fidel- 
ity, theft and damage. No. 576 in- 
cluded five basic coverages: fidelity, 
theft, damage, misplacement and 
forgery. No. 576 gave breadth of 
protection ; the next step was to give 
it depth. The 100 percent version of 
576 gave the credit union protection 
against loss up to one million dollars, 
regardless of whether the assets were 
correctly reported. 

Since all credit unions are required 
by law to bond their officers and em- 
ployees who handle money, CUNA 
Bonding Service and the Leagues 
agreed long ago that bonds issued 
through CUNA Bonding Service 
would be made available to all credit 
unions, regardless of affiliation. To 
get its bond, a credit union normally 


writes directly to CUNA Bonding 


Service. With newly organized credit 
unions, this is usually done at the 
organization meeting. Most League 
representatives are starting off new 
credit unions with the 100 percent 
bond, and the rate for the first year 
is a nominal ten dollars, with a faith- 
ful performance rider. 

Keeping the bond in force does not 
involve much work for the credit 
union. There is some clerical work 
attached to the name or position bond, 
but in the case of the 100 percent 
blanket bond the credit union only 
has to send in a report of its assets 
renewal date, which may be 
once a year or once every three years. 
The chief financial officer of the credit 


every 


union has to sign a personal applica- 
tion, and so do any other officers or 
employees under the age of 21. There 
are no other personal applications 
necessary. Every six months, under 
most credit union statutes, the credit 
union board are required to review 
their asset and bond position to deter- 
mine whether their bond coverage 
but of 
course this is unnecessary if the credit 
union has 100 percent coverage, ex- 
cept in rare cases. 


meets the legal requirements 


Once a shortage of a suspicious 
nature has appeared, the credit union 
officers are obligated to inform the 
Bonding Service immediately. In most 
circumstances, they should also in- 
form their League and the super- 
visory authorities. In a case of rob- 
bery or other obviously criminal act, 
the police should be called in. But 
where there is only a suspicion of 
defalcation by an unidentified officer 
or employee, the credit union should 
act cautiously. Each situation is pe- 
culiar unto itself, and the credit 
union should proceed only on the 
best advice. 


What are the risks? 


The risks covered by the 100 per- 
cent blanket bond no. 576 are: 

®@ Dishonesty. (Fidelity) This ap- 
plies only to the officers, committee 
members and employees of the credit 


union. Any loss attributed to dis- 
honest acts of any of these is covered, 
up to the limit of the bond. 

@ Faithful performance. This again 
applies to the officer-committee mem- 
ber-employee group. The courts have 
not yet developed a consistent defi- 
nition of faithful performance, but 
generally its meaning seems to come 
closer to dishonesty than to laziness 
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or apathy. Claims are paid under 
this term, but they seem often to be 
claims that are borderline fidelity 
claims. 

@ Burglary and theft. This in- 
cludes hold-up as well as any kind of 
robbery perpetrated by some one not 
among the official family of the credit 
union. 

@ Forgery and alteration. These, 
again, are acts performed by persons 
outside the credit union staff. 

@ Misplacement and 
disappearance. 


mysterious 
under this 
heading are not the ordinary end-of- 
the-day cash shortages which, like 


Li ysses 


overages, occur normally in small 
amounts and average out over a 
period of time. A claim is justified 
under misplacement or mysterious 
disappearance when a definite identi- 
fiable amount—such as a twenty dol- 
lar bill—disappears from a_ spot 
where it is known to have been. 

@ Damage and destruction. This 
includes damage done by burglars or 
vandals, such as damaged machines, 
broken windows and other destruc- 
tion of credit union property. The 
limited type of fire coverage applies 
only to losses of money and securities. 
It does not cover damage to records, 
furniture or fixtures. 

While the blanket bond covers a 
lot of risks, it does not cover every- 
thing. The goal of CUNA Bonding 
Service is not to provide credit un- 
ions with every imaginable kind of 
coverage, but to offer a realistic basic 
program to protect the members’ sav- 
ings suited to the great majority of 
credit unions. The wide sale of the 
100 percent bond indicates that this 
goal has been pretty well reached. 

The commonest question asked 
about the blanket bond is this: Do we 
have to notify anybody if we suddenly 
add to our staff by hiring some new 
employees or by adding a group of 
collectors? The answer is: No. A 
blanket bond covers the entire group 
of officers and employees, regardless 
of turn-over or expansion. 

The future of the credit union 
bonding program depends on several 
factors. As credit unions grow, risks 
increase—but this may be counter- 
balanced by improved procedures in 
office routines and auditing. More 
and more, the Leagues, the supervis- 
ory agencies and CUNA are develop- 
ing programs to improve the perform- 
ance of boards of directors and 
supervisory committees. The use of 
CPA firms and league auditing serv- 
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Basic Extra — 
Type of Bond coverages added by rider 
| Fidelity, Theft, Damage, 

Misplacement, Forgery 


Faithful 


100°, Blanket Bond No. 576 Performance 


_ Fidelity, Theft, Damage, 


| Misplacement, Forgery 


Faithful 


Blanket Bond No. 576 Performance 


Faithful 
Performance, 
Misplacement, 
Forgery 


Form 23 Blanket Bond | Fidelity, Theft, Damage, 


Fidelity, or Fidelity 


and Faithful Performance 


Name and 


Position Bonds None 














Comparative Costs of Form 23 Blanket Bond and Form 576 
Blanket Bond Programs which Meet Federal Bureau Regulations 


Amount of 
Blanket 
Coverage 


Required 


Annual 
Min. FP 
576 BB 


Premium 


Minimum 
576 100% Annual 
FP Max. Cov. 
Total Assets $1,000,000 
0- $5,000 $1,000 
5,001- 10,000 2,000 
10,001- 15,000 4,000 
15,001 20,000 4,000 
20,001- 30,000 6,000 
30,001- 40,000 8,000 
40,001- 50,000 10,000 
50,001- 60,000 15,000 
60,001- 70,009 15,000 
70,001- 75,00) 15,000 
75,001- 80,000 20 ,000 
80,001- 90,000 20,000 
90,001- 100,000 20 ,000 
100,001- 125,000 30,000 
125,001- 150,000 30,000 
150,001- 175,000 40,000 
200,000 40 ,000 
225,000 50,000 
250,000 50 ,000 
275,000 50 ,000 
300,000 50 ,000 
300,001- 325,000 60 ,000 
325,001- 350,000 60 ,000 
350,001- 375,000 60 ,000 
375,001- 400,000 60 , 000 
400,001- 450,000 70,000 
450,001- 500,000 70,000 
500,001- 550,000 85,000 
550,001- 600,000 85 ,000 
600,001- 650,000 85 ,000 
650,001- 700,000 85,000 
700,001- 750,000 85 ,000 
750,001- 800,000 100 ,000 
800,001- 850,000 100 ,000 
850,001- 900,000 100 ,000 
900,00 1-1,000,000 100 ,000 : 
Over -1,000,006 * $2.81 per 
$1,000 Additional 


* $100,000 plus $50,000 for each additional million or fraction thereof of assets. The Form 
23 Blanket Bond quotations do not include Misplacement and Forgery coverage. 


** Credit unions with more than $1,000,000 of assets are increased by $50.00 per year for 
each additional $1,000,000 of assets or fraction thereof. This does not add to the coverage; 
it only compensates for the additional risk. 


All of the blanket bond programs may be purchased on a three year basis at the rate of 2% 
times the annual premium, a savings of about 16%. 


The 100% bond program on a three year basis does not require annual review and adjustment 
on the anniversary date. There is no increase in cost during the three year period regardless 
of the growth of the credit union. 








ices will increase among the larger 
credit unions, and the training of 
credit union officers is obviously 
being rapidly intensified. 

Meanwhile, the 100 percent blanket 
bond provides the broad basic pro- 
tection of assets that credit unions 


need. As things now look, the only 
immediate problems are to continue 
with technical refinements of the 
bond and encourage in every way 
possible the educational program that 
will reduce losses and keep rates 
down. 
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The New Program— 
ww) 


Publications and Laws 


| LURING October. the last two 
CU NA-League educational studs 
yroups met and completed the work 
which started Septembet ] Thes« 
were the publications study group and 
the legislative study group 
The much-needed study of publica 
which has long been overdue, 
ow been finished and distributed 
mal directors, managing di 
ind others. We have not had a 
systemati publi 
cations program, 
but just 
thin that grew 
up This study 
includes recom 
mendations both 
long-range and 


or the 
future Pur- 


immedi 
pose have been 
clearly defined throughout the report. 
The objectives drawn up by this com- 
mittee were 

@ To strengthen current publica 

lo initiate publications to meet 

needs not now being served 

®@ To 


ces in order to aid leagues and credit 


suggest supplementary serv- 
inions to produce their own publica- 
distribute information in 
inderstandable form on all phases of 
the organized movement 
@ To procure information to carry 
ut the recommendations 
The members of the publications 
committee were VY. LaMar Eaker, 
inaging director, Tennessee Credit 
John s Hillerson, 
managing . director, North Dakota 
Credit Union League; Kent W. Fran- 
cis publications director, Michigan 
Credit Richard Y. 
Giles, Credit 


Bridge: Buchanan, assistant 


| nior League: 


| eagcue;: 
editor, The 
We ae 


{ nion 


| nion 


manager, CL NA Supply Cooperative; 
Philip M. Davies, manager, CUNA 
Advertising and Promotion Service: 
and J. Orrin Shipe, assistant manag- 
ing director, CUNA., 

The legislative 
down into two 


broken 


areas, national and 


study is 
state provine ial. The importance of 
the Washington office has been empha- 
sized in this report, which calls for 
more freedom, additional budget and 
personnel. Closer cooperation is also 
re ommended between the Leagues 
and CUNA on national legislation. as 
well as aid from CUNA to the Leagues 
on state and provincial legislation 
through the legal and legislative de- 
partment. 


A review is also included of the 
proposed amendments to the Federal 
Credit Union Act 


submitted this month to the Senate 


which are being 


Banking Committee by the Bureau of 
Federal Credit 
other amendments that have been pro 
posed. The Model Credit Union Act is 
also reviewed, and it is suggested that 
this be 
toward its 


Unions, as well as 


re-examined with a_ view 
modernization and_ re- 
vision, making it more consistent 
with current needs and policy. 

The members of the legislative 
study committee were W. W. Pratt. 
managing director, Pennsylvania 
Credit Union League; Fabian Mon- 
\W isconsin 
Wellington 


director. 


roe, managing director. 
Credit 
Hinze, 
Credit League; Lou 
delli, public relations director, Mich 
igan Credit Union League: Hubert 
Rhodes, manager, CUNA Washington 
office; and David Weinberg, director, 
CUNA legal and legislative depart- 
ment. 


{ nion League; 


managing Indiana 


Union Sega- 


My sincere thanks to these men and 
to their Leagues for the generous con- 
tribution they have made of their 
time and thought. We have gained 
much from these studies, and hope to 
gain much in the future by continued 
use of this technique. 


H. B. Yates 





On a Shoestring 


(Continued from page 12) 


members for further study 
and educational 


Problems? Yes 


Too little money for loans.” 


faculty 
travel overseas. 


we have a big one. 


Today the credit union rarely re- 
ceives more than 6 membership appli- 
dormitory 
applications 


annually from 
students. Loa 


mainly from 


cations 
come 
irried students. 

Several faculty members include 
the study of credit unions on their 
teach 


omics cours¢ l 


regular schedule. Econ- 
insurance, money 
and banking. and personal finance 


consider the mportance of credit 


unions as an integral part of our 
nd economic society. 
s in the field of edu- 
thorough background 
purposes and phil- 
rage them to organ- 


modern social 
Practice teacl 
cation receiv 
in credit ur 

osophy to en 
ize or join te xchers’ credit unions 
when they r their professional 
careers. 


Since its inning, Berea Credit 


Union has taken an active part in the 
credit union movement on the state 
and national level. It was a charter 
member and furnished the first pres- 
ident of the Kentucky Credit Union 
Union League, the Blue Grass Credit 
Union Chapter and the Kentucky 
League (Central) Credit Union. One 
of its directors, Dr. Weidler, repre- 
sented Kentucky in the Credit Union 
National Association as director, vice- 
president, member of the executive 
committee, and as treasurer. 

Dr. Weidler is now retired as Dean 
of Labor and Professor of Economics 
of Berea College, but he is still a 
director of the Berea Credit Union 
agent of the CUNA 


Insurance Society for Ken- 


and general 
Mutual 
tucky. At seventy-four he is working 
full-time as librarian of Berea city 
high school. 

A speaker at credit union conven- 
tions from Detroit to Jacksonville 
and Boston to Los Angeles, Dr. Weid- 
ler says: “Being active in the credit 
union movement will be the last thing 
I give up.” 
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l. Your 


on the way up. In large part this is 


auto insurance rates are 


due to 
bills for 


now double what they were only two 


Sg ate 
rising repair costs. Repair 


crushed-in front ends are 
years ago, in many cases. On some 
new model cars the bumper no longer 
protects the car at all. The headlights 
may even project beyond the bumper. 
Collision insurance was always expen- 
little 
return for the high premium 


sive insurance, giving actual 


now it 


Yo, Caw AQuwet_ 
_ ONE MORE DOLLAR 








PUT IT IN YOUR 


_ Credit Union| 
—_ 


rAM @ 


is getting so bad some companies are 
reported to be considering dropping 
collision entirely. 

If your car is under $1,000 in 
market 


dropping collision insurance cover- 


value, you might consider 
age. If it is over that value, maybe 
you can save money by raising the 
deductible—from $50 to $100 or even 
S200), 

2. The big new development in 
medical insurance is the catastrophe 
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SAVING MONEY ON INSURANCE 


policy. This policy is designed to help 
you with the big bills that might 
break your back, while you take care 
of the small ones yourself, either out 
of your own pocket or through the 
old type of medical insurance. 

Since the catastrophe policy doesn’t 
pay small claims, it’s relatively cheap 
insurance—and it can save you from 
the worst kind of financial disaster. 
paying medical bills usually up to 
$5,000. Typically, it provides that 
you pay all bills up to $500, the com- 
pany pays all bills between $500 and 
$1,000, and bills between $1,000 and 
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$5,000 are paid 75 percent by the 
company and 25 percent by you. 
There are no limitations or schedules 
of fees as in the ordinary medical pro- 
vrams—no limits on room costs or 
operation fees. 

You will find this kind of protec- 
tion cheaper than the kind that pays 
the smaller bills, and the protection 
against disaster is probably more 
valuable, most people agree. 

3. In life insurance, the big devel- 
opment is in the “family income” 
policies. They are not new, but they 


(next page please) 


Are you making 
good use 
of your credit? 
OST of us could never live so 
4 well as we do without using 
credit. 

Two out of three automobiles are 
sold on credit. 

Because nowadays you can finance 
your home and furniture so easily, 
people are getting married younger 
and having more children. 

More and more, retail stores are 
offering credit on everything. They 
want you to buy on credit. There is 
a bigger profit for them in credit sales 
than in cash sales. 

Somewhere along the line, this gets 
dangerous. 

But only you can be the judge 
whether you buy too much on credit. 
It depends on how much you make, 
how steady your job is, what kind of 
family situation you have. 

Ask yourself these questions: 

@ Am I saving anything? If you 


aren't saving, you ought to think 
things over. Even if you don’t make 
much, you ought to be able to save 
a dollar or two a month. Your credit 
union will help you. 

@ Am I insured as well as I should 
be? If you have a family to support, 
they need the protection of insurance 
even more than they need many of 
the pleasures of life. 

@ Am I always behind in paying 
my bills? If you are, this could mean 
that you’re over extended. Maybe you 
can catch up by consolidating with a 
credit union loan. 


® Do! buy everything on credit, 
little things as well as big things? If 
you do, it’s almost a sure sign that 
you are not managing as well as you 
could. You need to take a little time 
and effort to get caught up. 

Your credit union treasurer will 
be glad to help you in any way he 
can. He can probably give you advice 
that will help you get straightened 
out. Don’t hesitate to ask his opinion. 
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are being sold much harder now for 
young families with limited income. 
They combine a base of permanent 
straight life insurance with a kind 


of umbrella feature made up of de- 
creasing term insurance. The idea is 
that a young family needs most pro- 
tection when the children are young, 
and the need grows smaller as the 
children grow up. Hence your insur- 
ance under this plan grows less and 


less each vear until the children have 


left home, when you have just the 
right amount for a man and wife. 
Since decreasing term is the cheap- 
est form of level-payment policy, this 
is good protection for the averaze 
voung family. 

L. Don't overlook the 
protection your credit 


insurance 
union may 


SAVE WHILE YOU CAN! 


\ 


give you. Most credit unions insure 
loans on a group basis, and if you 
can count on all your debts being 


Oe: Saas Aa 
‘ABest e+ sada eke a 


ERE’S how it all started. 


break time 


A Russian named Rudolph 
looked out the window one morn- 
ing and said, “It’s raining.” 

His wife looked out and said, “No. 
it’s sleeting.” 

Rudolph stamped his foot. “It’s 

ne it,” he said, “‘and 

Rudolph, the Red, knows rain, dear.” 


APTAIN Wetwhistle, the Com- 
4 pany Commander, was address- 
ing the officers under him. “Men,” he 
said, “I want to talk to you about 
your drinking. Now I realize a fel- 
low needs a shot or two in the morn- 
ing when he wakes up. I take a few 
myself. I also know that two or three 
at our mid-morning break helps out. 
I do it myself. And, of course, three 
or four cocktails before lunch is cus- 
tomary on this post. 
“The two or three at our afternoon 
break help to shorten the day. I like 


one or two vself. Of course. it’s 


_ 


ce 
‘credit: 
** * 


oa 


covered by group insurance at no 
extra cost to you, you are giving your 
family real protection by borrowing 
in your credit union. Stop and ask 
yourself how much your family would 
have to pay just to clear up indebted- 
ness if you died today. The credit 
union loan protection program is a 
life saver for the average member, 
with limited income, limited insur- 
ance and plenty of debts to furnish 
his home and finance his car. 


understood that we have several at 
the Club during the cocktail hour. 
Several before dinner are wonderful. 
Makes for a better dinner. I myself 
partake quite freely at that time. Then 
there’s the numerous social functions 
at the Officers Club 
drink then! 

“But,” he bellowed, “this constant 
nipping has gotta stop!” 


A SAD looking character was shown 
+% into the office of a prominent 
psychiatrist. 

“I’ve lost all desire to go on, Doc- 
tor. Life is too hectic, too frustrat- 
ing.” 

“I understand, I understand,” said 
the doctor, sympathetically. “We all 
have our problems. You'll need a year 
or two of treatments at fifty dollars 
a week.” 

There was a pause. “Well, that 
solves your problem, Doc. Now what 
about mine?” 


of course we all 
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in the NEWS 


Election results taken to mean 
continued stalemate in Washington 


HE reelection of President Dwight Eisenhower with 
a Democratic Congress suggests that there will be a 
continuation of the moderate stalemate, with little con- 
troversial legislation passed. 

In such a situation, it is hard to put together a majority 
for any bill that may hurt anybody’s feelings. 

This applies equally to credit union bills that other 
people may not like, and to bills introduced by other 
people that may tend to disturb credit unions. 

However, this may not be true in the area of credit 
regulations. There is enough concern now in both parties 
over the inflationary trend so that a majority may form 
in favor of new regulations. 

The Consumer Price Index rose to a new all-time high 
in October. Every percentage point it rises from now on 
will put new pressure behind the drive for controls on 
consumer credit, particularly on auto loans. 


Federal Reserve revises statistics: 
credit union loans increase 


HE consumer credit statistics of the Federal Reserve 

Board have been revised as a result of a new survey 
of loans outstanding. 

The whole series of figures has been readjusted, going 
back as far as 1948. Among the results: 

The present total of installment credit outstanding rises 
from $27.895,000,000 to $29,020,000,000. 

The total of personal loans rises from $5,507,000,000 to 
$6,256,000,000. 

Credit union loan volume rises from $1,830,000,000 to 
$1,.933.000,000. 

These figures are for the end of August, 1956. 


Changesin Federal Credit Union Act 
under study by Senate committee 
~ EVERAL proposed changes in the Federal Credit Union 


Act were submitted last month to the Senate Banking 
and Currency Committee by the Bureau of Federal Credit 
Unions. 

They included: 

® Raising the limit on unsecured loans to $500. 

* Authorizing the appointment of a loan officer, to 
whom the power to approve certain kinds of loans could 
be delegated by the credit committee. 

* Providing compensation for clerical help employed 
committees. 
the name of the clerk to secretary, and 


by supervisory 
® Changing 
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authorizing the election of more than one vice president. 


These amendments, none of them particularly contro- 
versial, will be considered by a subcommittee and probably 
recommended to Congress. 

Meanwhile, credit union leaders will be watching the 
performance of this subcommittee with some concern. 
Advertised as the first thorough study of the banking laws 
since 1933, the present hearings will certainly be offered 
bills on the taxation of credit unions, mutual savings banks 
and savings and loan associations. The Senators will also 
be asked to consider recent proposals for regulating con- 
sumer credit. 


“Tax Equality” group convenes, 
shows new propaganda film 


AST month the National Tax Equality Association 
unveiled the new motion picture with which it will 

campaign for heavier taxation of credit unions, coopera- 
tives, mutual insurance companies, savings and loan asso- 
ciations and all other mutual and co-op business enterprises. 

The film is called “The Senator’s Daughter,” runs for a 
length of time suitable for 30-minute television showings, 
is in full color, and tends to be cornier, according to most 
observers, than the earlier black-and-white film, “Citizen 
Dave Douglas.” The tone of the convention suggested that 
NTEA members find it difficult to get television public- 
service time for their films, but have no trouble arranging 
showings before service clubs and other community groups. 

The convention, which was supported by a number of 
other trade associations, was attended by about 300 per- 
sons. Among the speakers were: 

® T. Coleman Andrews, former Commissioner of Inter- 
nal Revenue, who ran for president last month on an inde- 
pendent ticket dedicated to abolishing the income tax. 

® Congressman Noah Mason (R., Ill.), who said 1957 
is the year the “tax equality” campaign will succeed in 
Congress. 

® Banker Shirley Tark of Chicago, who fired mainly at 
savings and loan associations. 

* Congressman Clifford Davis (D., Tenn.), who prom- 
ised to work hard for “tax equality” next session. 

Credit unions were not mentioned as prominently this 
year as in earlier NTEA conventions; however, they were 
included in the NTEA list of targets. 


Earl Rentfro Dies: 
Credit Union Pioneer 


Earl Rentfro, one of the founders of the Credit Union 
National Association and first manager of CUNA Mutual 
Insurance Society, died in North Miami, Florida, on 
October 28. He was 70. 





Rentfro first became interested in 
edit union work in 1926, when he 
ned Roy F. Bergengren in the early 
slative work of the Credit Union 
National Extension Bureau. He helped 
secure passaze of the credit union 
of Arkansas, Oklahoma, Colo- 
Kansas and Missouri, as well as 

bederal Credit Union Act. 
He was the first president and first 
wing director of the Missouri 
Credit Union League, leaving in 1935 
to become manager of CL NA Mutual. 
Due to bad health, he retired from 
CUNA Mutual in 1945 and moved to 
North Miami, where he helped or 
i community credit union and 

ts treasurer. 
survived by his wife. a son 


I ance hildre n. 


DON LAND DIES: 
WITH CUNA MUTUAL 
Don Land. field man for the Cali 
y League. the Credit Union Na 
tional Association and CLNA Mutual 
Insurance Society, died suddenly of a 
brain tumor October 13. He was 35. 
id joined 
ilifornia 
nion in 
a= : field 
sentative. In 
accepted 
i position with 
CLNA Mutual. 
handling 
zational work de 
eloping out of 
tional advertising program. 
was retained by the Credit 
itional Association for field 
work in the southeastern states. 
He had recently rejoined CUNA 
Mutual as a regional representative 


He leaves 


i wife and one child. 


GEORGE BOYLE DIES 


George Boyle, author of ““The Poot 
Van's Prayer,” 
form of Alphonse Desjardins, died in 
onish, Nova Scotia, October 19. 
jovle had been 
oor health 


iny years. 


a life in fictionalized 


was asso 
d through 
of his life 
oopera 
tive program ol 
the St lrancis 
\avier 


sity extension de 


Lniver 


partment in the Maritime Provinces. 


At one time. he edited The Maritime 


Cooperator, newspaper published in 
Antigonish. 

His book “The Poor Man’s 
published in 1950, told in 
dramatic form the life story of the 


Prayer.” 
Quebe pioneer of the credit union 
movement, Alphonse Desjardins. It 


was widely pra sed. 


DEATH OF 

Cc. R. CANNON, ILLINOIS 

Charles Ray Cannon, Illinois field 
man. died October 15 of cancer. He 
was 55. 

Cannon joined the Illinois Credit 
Union League staff in 1952. He had 
been a _ director 
for filteen years 
of the Metropol 
itan L_ Federal 
Credit Union of 
Chicago, and was 
treasurer of the 
group from 1941 
to 1952. 

As a field man 
he worked prin- 
cipally in the Chicago southside. In 
five years on the staff. he organized 
more than 150 credit unions. 

The West 


Credit Unions. of which Cannon once 


Suburban Chapter of 


was president, has changed its name 
to the Charles R. Cannon Chapter. 
NEW LEAGUE MEN 
David L. Bryan has been appointed 
managing director of the Montana 
Credit Union 
George O. Moore. 
Bryan is a native 
of Montana, but 


has been engace | 


League, replacing 


in credit union 

work in Colorado 

since World War 

Il. Until Nov 

ber 1 he 

treasure! ol 

school empl 

Westminster, Colo- 
rado, and assistant treasurer of the 
Denver Publ School Employees 
Credit Union. In both these credit 
unions he de 


credit union 


eloped strong promo- 
tional and ed..ational programs. 
Bryan served in the Air Force dur- 
ing World War II as an aerial photog- 
rapher. After the war he moved to 
Denver and ve a cab while attend- 
ing business lege. He then worked 
as business 


trict 50 at 


ager of School Dis- 
Vestminster. He has 
ident of a Lutheran 
inion, as chairman of 


served as 
parish credit 


the Colorad eague’s dues commit- 


tee, and as chairman of the Colorado 
Education Association’s credit union 
committee. 

He is thirty, married, and has four 
children. 

The Ohio Credit Union League an 
nounces the appointment of Joseph 5. 
Faloon to its field staff. Faloon joins 
the League after 
seven years as 
treasurer of the 
Cleveland Grey- 
hound Employ- 
ees Credit Union. 

Faloon will work 

in a territory that 

includes half of 

Cleveland as well 

as Ashtabula and 

Lake Counties. He is married, has 
two children, and is a veteran. 

The Illinois Credit Union League 
added Jack R. Rogers to its field 
staff on October 1. Rogers has been 
active in the credit union movement 
1952, and 
was treasurer of 
the Dreis \ 

Krump 


ees Credit Union 


since 


Employ- 


in Chicago. 

A native of Ke- 
Illinois, 
worked 


for a number of 


wanee, 


Rogers 


years as a die 
setter. He served in the Corps of En- 
gineers in 1945-46. He has been a 
member of the executive committee 
of the Southeast Cook County Chap- 
ter. 

He is married and has two chil- 
dren 


JAMAICA LEAGUE 
APPOINTS WOODS 
Anthony B. Woods became field 
representative for the Jamaica Co 
operative Credit Union League dur- 

ing January of this year. 
His territory is the entire Island of 


Jamaica. Since 


he has no car. he 


travels by _ bi- 
cycle, bus and 
hitchhiking. 

Mr. Woods’ 
first contact with 
the credit union 
movement was in E 
1944. At that & / 
time he attended 
the organizational meeting of the 


Issa Clerks Credit Union, Ltd. He be- 
came a charter member of that so- 
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PROTECTION POINTERS 





The problem of effective passbook audits is one which many supervisory committees find 
difficult to solve. Here are three tips designed to assist in achieving better results: 


@ Avoid the all too common “end of the year 
jam by scheduling period dits well ahead of 
time. Surprise audits are helpful, too, so include 
them in your plans 


Audits can—and sometimes do—reveal shortages—but 
your credit union can be protected up to one million 
dollars against losses that occur after it's covered by 
the 100% Blanket Bond No. 576. This bond protects 
against the dishonest acts of officials, officers, and em- 
ployees as defined © burglary and theft e¢ forgery 
and alteration © misplacoment and mysterious dis- 
appearance © fire damage to money and securities © 
vandalism and malicious mischief. It may also provide 
faithful performance of duty coverage 


suggestions 
to the supervisory 


committee for 


@ Passbook audits should be handied by the su- 
pervisory committee; not by the treasurer or the 
staff members. Keep the record of the audit con- 
fidential. Do not mark the passbook or the indi- 
vidual ledger to indicate which books have been 
verified 


improving 


passbook audits 


@ Do not use company mail for the passbook Your credit union deserves the comprehensive 
audit. Use independent channels instead. A re- profection provided by the Million-Dollar Form 
turn envelope addressed to a member of the su- 516. Blanket Bond. If you don't hove it, write 
pervisory committee at his home is a good idea for complete defails 








Sa) 8 
The 100 Percent Blanket Bond a 
No. 576 is written by = Famuore® 
EMPLOYERS MUTUALS OF i] 
WAUSAU 





CUNA Bonding Service 


MADISON, WISCONSIN 








ciety and served on its educational 
and supervisory committees, also on 
the board of directors as assistant 
treasurer and vice-president. 

He has member of the 
Junior Panel of. Auditors of the Ja- 
maica Credit Union League and of 


been a 


the St. George’s College ( ooperative 


Department volunteer organizing 
team. 

Prior to taking his present appoint- 
ment with the League, Mr. Woods 
was full-time manager of the G.S.B. 
Clerks (Government Savings Bank) 
Credit Union, Ltd. 

He also worked ten years in a de- 


partment store. 


THIS AND THAT 


CUNA Mutual Insurance Society 
has been licensed by the Utah Insur- 
ance Department, reports Managing 
Director C. F. Eikel. Jr. 

The Michigan Credit Union League 
has begun construction of a new 
building to replace the two smaller 
buildings it is now using. It is ex- 
pected to be 
about May 15. 


ready for occupancy 
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Stanley Harris has been appointed 
director of the new CUNA Insurance 
Service Department, combining bond- 
ing, auto, chattel lien non-filing and 
group 
Hepler has been 


director for bonds. 


accident coverages. Arvin 


named assistant 

Banks are now using several de- 
vices to boost interest income, reports 
the Wall Street Journal. Corporations 
borrowing for business purposes are 
being required to keep 20 percent of 
the money they borrow on deposit. 
thus in effect raising the rate from 4 
to 5 percent. Sales finance companies 
are required to maintain a 20 per- 
cent balance of the total line of credit 
for which they have made arrange- 
ments. 


NEW CREDIT UNIONS 
OFF IN OCTOBER 

In all but two CUNA districts, the 
organization of new credit unions 
during October lagged behind the 
1955 rate. Exceptions were the south- 
ern and central districts. The total 
number of credit unions organized 
during October was 105, as compared 
with 125 for October 1955. The total 


for the year now stands at 1,122, es 


compared with 1,218 organized dur- 


ing the first ten months of 1955. 


District standings, as of October 
31. 1956: 


District 
Midwestern 
Canadian 
Western 
Eastern 
Southern 
Northeastern 
Central 
Totals 105 125) «1122 
Canadian District, J. L. Thompson, 
Manitoba, 
Chairman. 


Organization Committee 
Nova Scotia 6 
Quebec 23 
Prince Edw. Isle 

New Brunswick 
Newfoundland 

Saskatchewan 

Manitoba 

British Col. 

Alberta 

Ontario 











Reprints 
al 
bridge Articles 


More helpful material for 
your officers, members and 


employees ! 


Bridge reprints: Quantity 
Come-back after a 


Defalcation 


Nine Credit Rackets credit 
union members should he 
warned against 

Collections—a system for 


controlling delinquencies 


Protecting your credit union 


against burglary 


Children’s Savings Clubs 


Prices: under 100, 5 cents each, 
postpaid. 100 and up, $3.80 per 


hundred, plus postage. 
Credit Union Family Digest — 


Prices: 1,000 or less, 2 cents 
each. 1.001 to 5.000, 1% cents 
each. 5,001 and up, 1 cent each, 


plus postage. 


Credit union 


Address 








Midwestern Distriet, H. E. Wing- 
stad. Nebraska; F. Stahl. Minnesota, 
Organization Committee Members. 

lowa 0 
Minnesota 0 
North Dakota 0 
South Dakota l 
Nebraska l 
Missouri 0 
Kansas 2 


NNUN WS 


~ 


Western District, A. J. Gulley, Ore- 
eon, Organization Committee Mem- 
ber. 

Montana 

California 

Oregon 

Idaho 

Arizona 

Alaska 

W voming 

Nevada 

Washington 

Hawaii 

Utah 

Colorado 


New Mexico 


Eastern District, J. A. Moore, Penn- 
sylvania. 


Member. 


Virginia 


Organization Committee 


to 


Delaware 
Maryland 
Pennsylvania 
Ohio 

New Jersey 
West Virginia 
District of Col. 


ee 


nN Oo Nt 


District, H. 
Organization 


Southern 
Florida, 
Member. 
Mississippi 
North Carolina 
Alabama 
Arkansas 
Florida 
Kentucky 
Tennessee 
Jamaica, B.W.I. 
Brit. S. America 
Canal Zone 
Dominica 


Claywell, 
Committee 


Nw VI WwW Ww 


Virgin Islands 
British Honduras 
Georgia 
Oklahoma 

South Carolina 


Louisiana 


Dominican Rep. 
Puerto Ri 


Texas 


Northeastern District, L. B. Kil- 
burn, Connecticut, Organization Com- 
mittee Member. 
Maine 

Rhode Island 


Connecticut 


oo uw 


— 


New Hampshire 
Vermont 


to 


Massachusetts 


New York 


w bo 
~~ a 
Coo 


Central District, K. Duncan, In- 
diana, Organization Committee Mem- 
ber. 

Michigan 71 
Indiana . 19 
Wisconsin 5 25 
Illinois 55 79 


1956 Volunteer Organizers Con- 
test, as of October 31, 1956: 
L. P. Davis, Texas 

James W. Huggins, Texas 
John Quinlan, Texas 

Jack L. Kent, California 
Martin F. Murphy, Ohio 

J. W. Nabours, Louisiana 

O. F. Burgdorf, Arkansas 
Robert H. Brown, Louisiana 


> 


Nox w 


Louis P. Girouard, Louisiana 
Joseph Guinn, New York 
Benjamin W. Hill, New Jersey 
Keith Nosack, Utah 

Wilbur M. Richards, Ohio 
Carl Rooney, Montana 

Earl J. Sullivan, Montana 
Mrs. Dorothy Walk, Louisiana 
A. M. Womack, Louisiana 


COMING EVENTS 


January 27—Utah State Credit Union 
League, Inc., annual meeting, Hotel Utah, 
Salt Lake City, Utah. 


February 4-9—Quarterly meetings, CUNA 
Executive Committee, CUNA Mutual Board 
of Directors, CUNA Supply Board of Di 
rectors, Washington, D.C. 


February 9— Maryland Credit Union 
meeting, Lord Baltimore 


Hotel, Baltimore, Maryland. 


League annual 


February 28-March 1-2—Ontario Credit 
Union League annual meeting. 
March 1-2—North Dakota Credit Union 


League annual meeting, Memorial Building, 
Jamestown, North Dakota. 


March 9— Connecticut Credit Union 
League annual convention, Hotel Statler, 
Hartford, Connecticut. 


March 8, 9—Tennessee Credit Union 
League annual meeting, Andrew Jackson 
and Hermitage hotels, Nashville, Tennessee. 

March 8, 9, 10—New Mexico Credit 


Union League annual meeting, Albuquer- 
que, New Mexico. 
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When the work load jumped 50% and something had to be done— 
NAVY FEDERAL CREDIT UNION CHOSE 
UNDERWOOD ACCOUNTING MACHINES 


SUNDSTRAND 


for greater efficiency 





at low cost! 





Improved operating efficiency became a 

vital necessity for Navy Federal Credit 
Union when shares and loans increased ove! 
50% in a single year. To handle 

new streamlined procedures, they needed 
versatile, high-speed automatic accounting 
machines —at less than prohibitive cost. The 
machine that met all of their requirements — 
and more — was the Underwood Sundstrand 
Credit Union Accounting Machine. 

Navy Federal’s Manager, Mr. W. A. 
Hussong, has this to say about the 
Underwoods: “We are particularly pleased 
that this installation has enabled us not 
only to meet an ever increasing workload, 
but has effected a substantial reduction 
in the unit cost of posting and balancing.” 


Mr. Hussong also credits the Underwood 


“OUR CONFIDENCE IN UNDERWOOD WAS 


machines with helping to bring about 
WELL PLACED,” says W. A. Hussong, ping b , 
a smooth changeover from window posting 


to back-office posting. Some membership 
objection to discontinuance of the pass 
book was anticipated, but acceptance 

of the new system was immediate. 

“Hardly a day has passed,” Mr. Hussong 
says, “without a member commenting upon 
the speed and efficiency with which his 
account is serviced.” 


Manager, Navy Federal Credit Union, Washington, D. C. 


If you'd like to know more about 
Underwood Sundstrand Credit Union 
Accounting Machines and their applications, 
just call your nearest Underwood 
Representative. Or write: Underwood 
Corporation, One Park Avenue, 

New York 16, N. Y. 


Accounting Machine Division 


uUNnNaerwood ™ corroration 


ONE PARK AVENUE, NEW YORK 16, N. Y. 
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Your Members! 


The BRIDGE 


will again provide an 


lanuary 


issue with all member- 


interest articles. 


Livened up in the new 
style, with fresh art and 
editorial treatment, the 
January BRIDGE will be 
well worth giving to all 
your members at annual 


meeting time. 


Be sure to get copies for 


your members. The spe- 


cial price for this issue 
is 10 cents in lots of 20 


Or more. 


Use the coupon: 


Credit Union Bridge 
Box 431, Madison, Wis. 


Please send us copies 


-of the January issue of The 
BRIDGE. 


Credit Union 


Address 





Mar 


League 


int 


Mi 


Hotel, Pro 


Marcel 


L nior 


\tlanti 
(April 


Vermor 
Aj ril 


] 
innua 


l nion 


tranklin Hot 


April 


League 


ind 


t 


i 


mee 


Mississippi Credit Union 


i eting, Heidelberg Hotel, 


as ppl 


> Kentucky 
meeting, Phoenix 


Union 


Hotel 


Credit 


AY 
Rhode Island Credit Union 
meeting, Sh 


Rhode 


eraton-Biltmor 
Island 
Alberta Central Credit 
Lnion League of Alberta 
High River, Alberta. 
Oklahoma Credit Union 
eting, Oklahoma Biltmore 
i City, Oklahoma. 


Nebraska 


meeting, 


Union 


Hotel, 


Credit 
Paxton 
ia 
Virginia Credit Union League 
Hotel Chamberlin, Old 
Fert Monroe, Virginia 
Colorado Credit Union 
eting, Antlers Hotel, Col 
ol rado 
Union 


Hote l, 


New Jersey { redit 
eting, Traymore 
Jersey. 

District of Columbia 
1¢ annual meeting, Hotel 
aan. <. 

Illinois Credit Union 
eeting, Sherman Hotel, 

Georgia Credit Union 

eting, Dinkler-Plaza Ho 

i 

{ nion 

Hote l. 


Credit 
ing. Town House 


Kansas 


Kansas 


Vermont Credit Union League 
Pavilion Hotel, Montpelier, 


Idaho Credit Union League 


Hotel Boise, Boise, Idaho. 


Union 


Hote] 


Credit 
lutwiler 


Alabama 
eeting, 
ima 

Pennsylvania Credit 


nual meeting, senyamin 


Philadelphia, Pennsylvania. 
Ohio Credit 


neeting, Carter 


Union 
Hotel, 


South Dakota Credit Un 
meeting, Franklin Hotel, 
Dakota. 

Massachusetts CUNA As- 
ieeting, 
husetts 

Credit Union 

eting, Sheraton Cadillac 


Michigan 


higan. 
Minnesota League of 
ual meeting, Kahler Ho 


nnesota. 


I nion 


Maui, 


Credit 
Island of 


Hawaii 


eeting 


Louisiana Credit Union 

neetin Bentley 
ina. 

lowa Credit Union League 
fotel Martin, Sioux City 


Hotel Bancroft, 


Hotel, 


CLASSIFIED 


WANTED: Field representative for West Vir- 
ginia Credit Union League For more infor- 
mation, : West 
Virginia. 


BINDERS FOR BRIDGE MAGAZINE: At- 
tractively designed and durable, these practica 
binders make it easy for treasurers, directors 
and committeemen to have the latest twelve 
i of THE CREDIT UNION BRIDGE con 
tly on their ce ! 
held in binder by easily rem« 
$2.50 each W rite Bu 
CREDIT UNION BRIDGE, P 
Madison 1, Wisconsin 
POSITIONS AVAILABLE AS 
CREDIT UNION EXAMINERS: Openings as 
credit union examiner with the Bureau of 
Federal Credit Unions are available in several 
loe: in the United States 
ar of experience 
accounting are 
qualify further information write t 
th ureau of Federal Credit Unions, Depart- 
ment o alth, Fducation, and Welfare, Wash- 
( 
BOUND VOLUMES OF CREDIT UNION 
BRIDGE AVAILABLE: —In limited quantities 
these bound volumes are still available at $4 
each 1948 1949, 1950 1951 1953, 1954 and 
5 They make a useful reference library 
d are a hs help t« lucational committes 
rite directly to: Business Office, THE CRED- 
* UNION BRIDGE, P. O. Box 431, Madisor 
Wisconsin 
WANTED: $100,000 of loan capital at a rate 
not exceeding 4 percent statement 
available Federal Employees Federal! 
Credit Union, P. O. Box 1945, Juneau, Alaska 


write Rox 261 Charleston 


venier 


FEDERAL 


and/or 


necessary 


Financial 
Juneau 





NEW MOVIE READY 


“Until Debt Do Us Part” is 
the new CUNA movie about a 
young couple who are saved 
from the divorce court by the 
help of their credit union. 

Running time: 1314 minutes. 

Price per copy. $125. 

Order today for TV, meeting 
or school use. Write Public Re- 
lations Department, Cl NA, 
Madison 1, Wisconsin. 











STATEMENT RE 


Q THE ACT OF AUGUST 
4 2, AS AM T 


HE ACTS OF MARCH 

. AND JU (Title 39, United States 
Code, Section 233) § G THE OWNERSHIP 
MANAGEMENT, CULATION OF THE 
CREDIT UNION B . published monthly at M 
M Libr for ber 2 


ding 1 percer 

rtgage or other securiti« 
Non 
ide in ca 

s upon the book 


4 
emiweekly, and triweek! 


RICHARD Y. GILES, Editor 
‘tibed before me this 2nd day 

ALMA BERGE, Notary Public 
pires Dec, 6, 1959 
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EASY 
AS PIE 


(almost) 


Even beginners soon do Credit Union accounting quickly with 
the Burroughs Sensimatic Accounting Machine that’s easily adapted 
to any Credit Union accounting system. 


EASY AND FAST VERSATILE _ EFFICIENT 


Simplified motor bar selection, The Sensimatic posts share And best of all, the many 
fast one-hand form insertion, and loan ledgers with either : Burroughs Sensimatic hour- 
automatic carriage movement, passbook or statement, auto- and dollar-saving advantages 
and easy key depression, are matically calculates and posts can be yours whatever your 
just a few of the features that paid-in shares, computes special payroll or window 
make the Sensimatic easy to share months for dividend | accounting plan. Sensimatic 
operate. Systems built around calculations. To convert to forms are approved by the 
Sensimatics eliminate all un- an efficient adding-subtract- Bureau of Federal Credit 
necessary duplications. ing machine, just flick a key. Unions and the C.U.N.A. 


BURROUGHS CORPORATION « Detroit 32, Michigan 

WHEREVER THERE’S BUSINESS THERE’S | Burroughs (In Canada, Burroughs Adding Machine of Canada, 
Ltd., Windsor, Ont.) 

Please send me a copy of the booklet, “For the First 

Time—Low-Cost Speed and Efficiency in Credit 
Union Accounting.” 


NAME 





ADDRESS 
CITY 
FREE — the coupon will bring you more infor- 
mation, or, for a demonstration without obligation, call 
our nearest office. It’s listed in your phone book. 


TITLE 
CREDIT UNION 
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in the MATL 


Yes, It’s Fair! 

» the Editor: 

In the November, 1956, issue of 
THE BRIDGE, the letter “Is It Fair” 
was very interesting. As assistant 
treasurer of a central credit union, | 
feel that an answer is due. 

The central credit 


ized for 


union, organ- 
directors, committee mem- 


bers and their immediate families, 


should be helping these officers serv- 
ing throughout the state. We want to 
serve and give them the benefits they 
aeserve 

In reply to the charge that the 
central credit union is far removed, 
it is as close as the nearest mail box. 


lf the 


count, he can use his own credit union 


person has no checking ac- 


to make his payments by depositing 
his payment in his share account and 
having a check drawn to send to the 
central credit union. If payroll deduc- 
tion is available, he can use this 
method for his payment. The treas- 
urer of the officer’s credit union is 
usually more than willing to be help- 
ful in this service. 

In many cases the people who serve 
is directors and committee members 
have an advantage over their fellow 
members because they can have sav- 
ings in two credit unions, doubling 
their share insurance program. We 
have many cases like this in our credit 
union. Most central credit unions pro- 
vide the same terms of repayment and 
interest rates as the officer’s home 
credit union. 

In the 
where there is a will, there is a way 


ind in most instances a practical 


credit union movement, 


Mrs.) Juanita Kisner 
Wichita, Kansas 


Sees Wasted Space 
the Editor: 


| fail to understand the reason 


behind devoting so much space to the 


history ol pawnshops in the U.S. in 
your recent issue. 

We have too great a job to do in 
educating people on credit unions to 


waste our valuable space on educating 


32 


i 


them about pawnshop history, it 
seems to me. 

Also, I miss the material which 
used to be on the Family Digest page 
and articles of that type. What has 
happened to the practical credit un 
ion philosophy and help which was 
in THE BRIDGE until very recently? 

Frank Kegley 


Alexandria, Louisiana 


Relays Compliment 
To the Editor: 


The Credit Union Bridge was dis- 
cussed at the October board meeting 
of the B. C. Credit Union League, 
and the directors had many compli- 
mentary remarks to make concerning 
its new format and editorial content. 

In line with a motion passed at the 
board meeting, it is my pleasure to 
convey to you and the staff of THE 
BRIDGE the congratulations of our 
League board on the job which you 
are doing with our publication. We 
send you all our best wishes, and if 
we can be of assistance to you in 
your important work, please do not 
hesitate to call on us. 

R. A. Monrufet 
Vancouver, British Columbia 


Approves Tire Rotation 
To the Editor: 


I was much interested in the Octo- 
ber issue of THE BRIDGE, under the 
Thirteen Money Savers concerning 
tires, that “it is doubtful that rotating 
tires will save you money . . . It just 
spreads the wear evenly on all tires, 
doesn’t increase mileage.” 

My 1955 Chevrolet owner’s manual 
states on page 13 that “switching tires 

usually prolongs tire life . . 
will help prevent uneven front tires 
and distribute over all five 
tires.” 


wear 


The 1955 Chevrolet shop manual 
states on page 10-12 that “normal tire 
wear is uneven between the front and 
ause of the difference 
s of the front and rear 
tires. To minimize tire wear and tire 


rear wheels | 
in the functi« 
noise, it is recommended that tires 


be interchanged both as to front or 


rear use and as to change of direction 
at intervals of from 4,000 to 5,000 
miles. In addition, utilizing the spare 
tire in rotation with the other four 
tires gives 20 percent more total car 
mileage before replacement tires must 
be purchased.” 

It is my understanding from a local 
tire agent that the National Rub- 
ber Manufacturers Association have 
stated that rotation of tires can add 
up to 5,000 additional miles per tire. 
Also a check of tire prices illustrates 
that the purchase of all four or five 
tires at one time reduces the cost per 
tire materially. 

It would appear that such money- 
should be carefully 
checked before publication and be 
more than an expression of a per- 


saving ideas 


sonal opinion, and if the best source 
of information may be controversial. 
that the source of information be 
quoted. 

Wayne H. Mahanna 

Los Alamos, New Mexico 


Wants Deposit Insurance 


To the Editor: 


I agree with the statements in the 
letter of William T. Brown of Berke- 
ley, as published in THE BRIDGE. 

I do not understand why there is 
so much opposition to developing an 
insurance plan for credit union de- 
posits. The four state plans now oper- 
ating, as reported in your magazine, 
show that such insurance need not 
threaten the freedom of any credit 
union. As a matter of fact, the article 
contradicted several of your argu- 
ments for opposing deposit insur- 
ance. 

If there are fewer banks under 
FDIC, that very well may be a good 
thing. Such a plan could be a good 
way of helping any shaky credit un- 
ions get on a solid basis. The plan 
certainly is needed to protect mem- 
bers’ savings. In proportion to ‘its 
cost, insurance would be a bargain. 

Fred Nora 
Berkeley, California 


The Credit Union Bridge 








announcing! 


THE FIRST 4 LEAFLETS IN 
THE NEW TWO-A-MONTH SERIES 
TO HELP BUILD YOUR CREDIT UNION 





available January available February 


Is A CREDIT oo HOW TO FINANCE 
UNION? 


WHAT 


HOW MUCH SHOULD 
YOU SAVE? 


There's no magic fermula for 


SAVE BEFORE YOt 
SPEND 

day is the one da 
easy toe save money! hat’. saving—but this attractive one- 
theme of this color gives helpful sugges- 
color leaflet 
tips on saving 
standard table based on a 3% 
annual dividend he sma ize “free ride” with statements ane 
of this promotiona other mailings. There’ 
it ideal as a ard table based on a 
Space tor your imprin 
back 











Plan Now To Use This New Literature In Your Promotional Program 


CUNA SUPPLY COOPERATIVE 


MADISON, WISCONSIN e HAMILTON, ONTARIO 














UNIVERSITY MICROFIL"S 
313 WN FIRST ST 
ANN ARBOR WICHIGA! 
EXCHANGE 


eason’s reetings 


Christmas means so much to most of us. . . the feeling of 
gratitude for the good things the past year has brought us, 
anticipation of the future, giving and receivin, and the 
spirit of friendship toward others. 


We sincerely hope that the year now closing has contained 
pleasure and contentment for you and that the new will be 
replete with happiness and success. May we extend our best 
wishes for a Joyous Holiday Season? May the blessings of 
Christmas and the New Year be yours. 


CUNA MUTUAL INSURANCE SOCIETY 


MADISON, WISCONSIN ° HAMILTON, ONTARIO 





